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T
he European Union is the world's largest donor of humanitarian 
and development aid. It  is currently active in more than eighty-five 
countries," writes David Lennon from London. He explores the 
numerous assistance programs the EU operates around the world 
and looks at the new EuroAid Cooperation office and explains how 
the EU has become the leader in taking action against hunger across the 
globe. 
Terry Martin, reporting from Berlin, observes that German Foreign 
Minister J oschka Fischer has emerged as that country's most popular 
politician. He explains how the former radical, who once worked 
as a taxi driver, has become "Germany's man of the hour" after 
helping the Social Democratic-Green coalition win re-election this 
fall. 
Martin also explores what Chancellor Gerhard Schroder will 
now do to patch up relations with the United States, which hit a 
"rough patch" during the election, when he vigorously disagreed 
with the Bush administration's policies toward Iraq. The German 
government is stressing its joint peacekeeping operations in the 
Balkans and Afghanistan with US troops and its support of the 
war against terrorism. 
However, the German chancellor faces his biggest challenge 
trying to fix his country's struggling economy. The European 
Union's largest economy is looking at economic stagnation, high 
unemployment, and a large number of business failures. The chancellor 
has a daunting task ahead of him in restoring the nation's economic health. 
The German capital of Berlin is a prime example of the economic ills 
facing the country. EUROPE presents a profile of the "new" Berlin, which 
faces severe infrastructure and financial troubles as it undergoes the monu-
mental transformation from a divided city located in communist East Ger-
many to the capital city of a reunified Germany. 
Farther east, the overall message from post-communist Central and 
Eastern Europe is that democracy prevails, writes Barry D. Wood as he an-
alyzes the recent elections in Central Europe. Whatever the domestic poli-
tics prevailing in these nations, he contends, "the common foreign policy 
objectives of integration with the West remain unchanged." 
Meanwhile to the north, the EU faces the thorny question of how to deal 
with the Russian enclave of Kaliningrad? John Burbank looks at the issues 
facing this decaying port, which is home to Russia's Baltic Sea fleet and is 
surrounded by Poland and Lithuania. Since both of these nations expect to 
join the EU, the region could pose many problems for the European Union. 
In our Travel & Culture section, we profile Leipzig, which Lucy Gordan 
notes has been home to several famous German writers and musicians, in-
cluding Goethe and Bach, and today is the perfect place for travelers who 
love books, music, and coffee. We also look at Romania's plans to build a 
Dracula theme park. 
Robert J. Guttman 
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Profiling  personalities 
and  developments 
within  the  European 
Union 
WILL MALTA MAKE IT 
and farms. The EU negotia-
INTO EUROPE? 
tors believe that a satisfactory 
solution can be found under 
the umbrella of the Union's 
o ptimism is soaring within  rural development program. 
the European Commis- The environment chapter 
sion over the prospects for  is near to being closed, al-
completing the enlargement  though Malta's current stan-
negotiations with ten candi- dards are low and not widely 
date countries by the Copen- respected, particularly con-
hagen summit on December  cerning water and air purity 
12-13. Already several of the  and waste management. The 
ten have provisionally closed  most difficult issue has been 
twenty-eight of the thirty ne- nature protection, where 
gotiating chapters, and the  Malta's large and influential 
others are not far behind,  body of hunters has waged a 
with the exception of Malta,  considerable battle over tight-
which so far has closed only  ening controls on shooting 
twenty-four. Bulgaria (twenty- migratory birds. 
one) and Romania (thirteen)  Perhaps the most difficult 
are further adrift, and it is ac- chapter may prove to be taxa-
cepted that they will not qual- tion, where Malta is holding 
ify for the first wave of en- out for the right to be able to 
trants, who are penciled in for  continue a wide range of zero 
2004.  ratings of value added tax, 
For Malta, there are four  principally for food and 
chapters with serious prob- medicines. The Maltese nego-
lems still at issue. On compe- tiators have seized on the 
tition policy, the problem is  derogation won by the United 
state aid to shipbuilding and  Kingdom to keep its existing 
other sectors. Malta has a big  zero ratings when agreement 
shipyard, a legacy of the days  was reached on VATharmo-
when it harbored a large  nization in 1992. 
British naval base, which op- The EU position has been 
erates only with the help of  that all the new entrants must 
large state subsidies. The  conform to the rules that 
Maltese have asked for a  apply to the other member 
seven-year transition period  states, i.e. that the reduced 
to phase them out but will  rate for "essential" items must 
probably have to settle for  be no lower than 5 percent. 
something less.  The Cyprus government, 
In agriculture, large sums  which had been in the same 
of money are not at stake, but  position as Malta, has ac-
the country's small farms,  cepted a transitional period of 
mostly producing vegetables  five years in which to phase 
and milk products, are cur- out its zero ratings, and the 
rently protected by import  Maltese are being pressed to 
levies that will have to be  follow suit. 
scrapped. Maltese farmers  Much more worrying than 
will have to adapt to CAP  the actual membership terms 
rules that were designed for  is the absence in Malta of a 
different types of countries  consensus among the popula-
NOV 15 2002 
tion-and the political par-
ties-that European Union 
membership would be in the 
nation's interest. 
This was highlighted by a 
Eurobarometer poll in April, 
carried out in the twelve ne-
gotiating countries plus 
Turkey. This showed that in 
all thirteen countries more 
people were willing to vote in 
favor of joining the Union 
than against, but the margin 
in Malta was desperately nar-
row-a mere 4 percent. 
Even more disquieting is 
the political party division. 
One of Malta's main political 
parties-the Labor Party-is 
firmly against membership, a 
stance it has maintained for a 
long period. Originally, the 
Maltese application was made 
back in July 1990, when it was 
championed by a Nationalist 
Party government led by 
Eddie Fenech Adami. When 
his government was defeated 
by Labor in the 1996 election, 
the application was promptly 
To Join or Not to Join 
QUESTION: "If there were to be 
a referendum tomorrow on the 
question of your country's mem-
bership of the EU, would you per-
sonally vote for or against it?" 
% FOR/ AGAINST 
Romania  85 / 3 
Bulgaria  80 / 4 
Hungary  70 / 10 
Turkey  68 / 20 
Slovakia  66 / 11 
Cyprus  62 / 25 
Slovenia  56 / 22 
Czech Republic  54 / 18 
Poland  54 / 26 
Lithuania  50 / 20 
Latvia  46 / 32 
Malta  40 / 36 
Estonia  38 / 27 
Source: Eurobarometer, December 2001 
put on ice by the new prime 
minister, Alfred Sant. 
Sant's government was 
forced into an early election 
by internal dissension (unre-
Malta Prime Minister Eddie Fenech 
Adami (left) meets with Commis-
sion President Romano Prodi. 
lated to the European issue), 
and by 1998 the Nationalist 
Party and Fenech Adami were 
back in power and had reacti-
vated the application. The 
Labor Party has maintained 
its opposition, and the popula-
tion remains dangerously po-
larized on the issue. 
The next election is not 
due until 2004, but the gov-
ernment is planning to hold a 
referendum on EU member-
ship in the summer of 2003. 
Ominously, the Labor Party-
still led by Sant-has not 
committed itself to accept the 
verdict of the referendum. 
So even if  the negotiations 
with Malta are concluded sat-
isfactorily on time, there is 
still a risk that things could go 
wrong. It  would not be an 
enormous surprise if only 
nine new countries were to 
join the Union in 2004. 
However, Fenech Adami 
has a strong argument on his 
side: that Malta's destiny lies 
in Europe rather than as an 
isolated island group off the 
North African coast. 
-Dick Leonard 
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Re p o rting  n ews , 
notes ,  an d  n umbers 
fro m  Europe' s 
financi a l  c ent ers 
THE FISCAL EFFECTS OF 
THE GERMAN  ELECTION 
C 
hancellor Gerhard 
Schroder's narrow vic-
tory in Germany's September 
22 election triggered a ner-
vous response in financial 
markets and among govern-
ments in the euro zone. The 
reaction was partly the legacy 
of a mean-spirited election 
campaign. Schroder broke 
ranks with the United States 
over Iraq and thereby ener-
gized the rank-and-file mem-
bers of his own Social Demo-
cratic Party (SPD). But the 
cost was overturning fifty 
years of German solidarity 
with the US on matters of vital 
security. 
The lingering cause for un-
ease is the prospect of an-
other term for the SPD-Green 
coalition in Berlin, particularly 
after eighteen months of mis-
steps and bureaucratic paraly-
sis that almost cost Schroder 
the election and fueled opposi-
tion charges that Germany is 
the sick man of Europe. 
Over the past year, Ger-
many has fallen to the bottom 
of the economic growth 
league in Europe. Unemploy-
ment has climbed above 4 mil-
lion, despite the chancellor's 
promises to turn around the 
upward trend inherited from 
Helmut Kohl. The budget 
deficit is dangerously close to 
the limit of 3 percent of gross 
domestic product mandated 
by the European Union's 
Maastricht Treaty. 
Conventional wisdom sug-
gests that the short-term out-
look is equally grim. As a lead-
ing exporter, Germany is 
vulnerable to contractions in 
foreign markets, particularly 
the United States. German 
4  EUROPE 
consumers have stopped 
spending, partly because of a 
barrage of new taxes ranging 
from gasoline to tobacco. 
Even more important, the 
government has dragged its 
heels on much-need structural 
reforms, notably in the labor 
and product markets. With its 
parliamentary majority whit-
tled down to a mere nine 
seats, the SPD and the Greens 
will be more than ever in 
thrall to their trade union sup-
porters and the vocal left-wing 
elements in their own parties. 
There is, however, a more 
optimistic interpretation of the 
election outcome. For exam-
ple, the argument that 
Schroder has his hands tied 
by his narrow parliamentary 
majority cuts both ways. It 
could allow him to impose 
tighter discipline on his party, 
if  and when he decides to 
push new legislation through 
parliament. 
The increased weight of 
the Greens in the new govern-
ment is also a new factor in 
economic policy. Not all are 
members of the antediluvian 
left dedicated to opposing nu-
clear power. The party has 
lobbied hard for measures to 
tackle high labor and non-
wage costs that are pricing 
German goods and labor out 
of the market. 
The SPD-Green coalition's 
first move will be to carry out 
the recommendations set out 
by the Hartz Commission on 
employment. The body was 
set up in haste in the run-up to 
election day, but many of its 
proposals are common sense 
and a useful step toward tack-
ling the German structural un-
employment in a society that 
has nothing to do with the va-
garies of the economic cycle. 
The second move will be to 
reduce tax rates. The cuts 
planned for the beginning of 
next year have been delayed 
for twelve months in order to 
finance the relief effort for the 
August floods. But they are 
still on the table. At the same 
time, talk of reintroducing 
capital gains tax is off the 
agenda. 
In the 
medium term, 
there will most 
likely be a sec-
ond stage to 
pension re-
form. More-
over, both the 
SPD and the 
some more room for maneu-
ver following the recent 
moves by the European Com-
mission to weaken the Stabil-
ity Pact. It now looks as if 
Hans Eichel, Germany's fi-
nance minister, may have 
until 2006 to balance the 
budget. 
opposition 
Christian 
Democratic 
Union 
(CDU) have 
agreed on 
Germany's Finance Minister Hans Eichel (left) and 
Chancellor Gerhard Schroder 
the need to reduce non-wage 
labor costs to less than 40 per-
cent of employee salaries-a 
critical step to creating badly 
needed new jobs, especially in 
the former communist East. 
The competitive pressures 
on Germany are both external 
and internal. The antitrust au-
thorities at the European 
Commission have waged an 
intrepid campaign to reduce 
state aid and restrictive prac-
tices, such as the state guar-
antees to the Landesbanken or 
regional banks. This will 
continue. 
Furthermore, peer pres-
sure is operating in the euro 
zone. Schroder will no doubt 
have registered that the 
center-right government in 
France is talking more seri-
ously about the need for tax 
cuts and structural economic 
reform. He cannot afford to sit 
on the sidelines. 
Paradoxically, the new gov-
ernment in Berlin may have 
The Stability Pact, which 
was originally conceived by 
Germany to impose fiscal dis-
cipline on its neighbors, has 
turned into a millstone around 
the government's neck. Its in-
ability to take sufficient ac-
count of cyclical factors has 
meant that Germany has been 
tightening fiscal policy when 
on balance it should have al-
lowed some loosening. 
In the last resort, every-
thing turns on whether 
Schroder uses his room for ma-
neuver to push through serious 
economic reform. In his first 
term, he showed a willingness 
to experiment, particularly on 
capital gains tax reform. 
In his second term, he will 
have to display similar leader-
ship. The alternative is a con-
tinuation of low growth and 
high unemployment. That 
combination would be a dis-
aster for Germany and the 
rest of the euro zone. 
-Lionel Barber ALL  EYES  ON  DAUGMAN 
F
razzled air travelers every-
where might soon be 
praising the name of John 
Daugman. His name might 
even become one of those that 
enters the language as a verb 
or a common noun, as in "I 
would have missed my flight 
had it not been for the Daug-
man" or "the airport was 
packed but they were Daug-
maning everyone, so we 
breezed through." 
Maybe. But whether or not 
the Cambridge University 
computer scientist becomes 
world famous, his name is on 
the patent for the world's 
hottest technology in security 
and identification. 
In the post 9-11 world, no 
sector has seen a greater need 
for improved identification 
than the airline industry. Air 
travelers continue to face reg-
ular delays at ticket counters, 
security checkpoints, and im-
migration gateways. Passports 
have proved imperfect, with 
forgeries widespread in the 
underworld, so authorities 
have turned to technologists 
to devise new ways of ensur-
ing that the people who pass 
through the checkpoints are 
indeed who they claim to be. 
Biometrics-the scientific 
field that deals with human 
identification-analyzes a per-
son's unique physiological 
traits to verify his or her iden-
tity. The best-known biometric 
approach, of course, is finger-
printing, which is more than a 
hundred years old. Other tech-
nologies use the palm, face, 
voice, retina, and iris. 
Of all of these, iris recogni-
tion is generating the most 
buzz among technologists and 
the companies looking to buy 
the technology. Basically, it 
involves examining the col-
ored ring surrounding the 
pupil. These rings contain 
hundreds of characteristics 
that distinguish them from all 
others, making no two irises 
alike. Even on the same per-
son, the left and right irises 
are different. 
Tracking  t he  news 
and tre nds  shaping 
Europe ' s  technology 
sector 
this: A person looks into a 
camera that records a digital 
image of one of his irises. A 
computer converts the image 
into a distinct code using 
Daugman's algorithms. That 
code can then be stored on a 
smart card. When the person 
goes to an airport check-in, he 
inserts his 
ers. The airport is also using 
the technology on its em-
ployee identification cards and 
to restrict access to high-
security areas. 
This summer, London's 
Heathrow, NewYork'sJFK, 
and Washington's Dulles air-
ports also conducted iris-
recognition trials, and Cana-
dian Customs has announced 
it will be using the technology 
in its busiest airports by year's 
end. British officials have dis-
cussed including iris-scans on 
new "smart" passports. 
The idea that 
human eyes 
could be used 
for identification 
dates back to the 
1930s. However, 
it was little more 
than fifteen 
years ago that 
two Boston oph-
thalmologists, 
Leonard Flom 
An iris contains more than 
four times as many 
smart card into 
a reader and 
looks into a 
camera, which 
in a matter of 
seconds scans 
his iris and com-
pares it with the 
information on 
the card. If  they 
However, the technology is 
not limited to travelers. NCR 
and Diebold are both develop-
ing bank ATMs based on iris-
recognition, and Panasonic 
has licensed the technology 
for a range of products, in-
cluding the $240 Authenti-
cam, which can be used to se-
cure a home PC, replacing 
passwords with iris scans. 
distinguishing character· 
istics as a fingerprint. 
and Aran Safir, suggested the 
idea to Daugman, who was 
then teaching at Harvard. He 
began developing formulas for 
converting the individual char-
acteristics of an iris into a dis-
tinct mathematical code and 
patented those algorithms in 
1994. Today, the three are 
founders of Iridian, which li-
censes the technology to com-
panies around the world, in-
cluding IBM, Panasonic, Oki, 
and LG Electronics. 
"I am still today the only 
person in the world who knows 
completely how iris recognition 
algorithms work," Daugman 
told me recently. "All currently 
deployed iris recognition sys-
tems are using my algorithms. 
However, there are many other 
companies today besides Irid-
ian who are licensing my exe-
cutable software." 
The major appeal of Daug-
man's technology is its speed, 
ease of use, accuracy, and, 
when combined with smart 
card technology, the ability to 
maintain an individual's 
privacy. 
Essentially, it works like 
match, he's al-
lowed to pass through the 
checkpoint. 
The whole process is non-
invasive-no harsh lights are 
shined into the eye-and is 
unaffected by eyeglasses, 
color contact lenses, age, and 
diseases such as cataracts. It 
is also relatively private, since 
the information can be con-
tained on a smart card and 
does not have to be stored in a 
database vulnerable to abuse 
or hacker attacks. Further-
more, it is highly accurate. 
The iris has around 400 distin-
guishing characteristics, and 
Daugman's method reads 266 
of them, whereas fingerprint-
ing reads about 90. 
One of the first to imple-
ment the technology is Ams-
terdam's Schiphol Airport, 
which this spring teamed up 
with IBM to introduce an iris-
recognition system that allows 
members of its Privium fre-
quent flyer program access to 
expedited security and pass-
port checkpoints. Currently, 
the service costs $97 per year 
and is open only to European 
Economic Area passport hold-
Industry figures are hard 
to pin down, but the market 
for all biometric devices is ex-
pected to grow from approxi-
mately $400 million in 2000 to 
close to $2 billion by 2005. In 
2001, iris-scan products com-
prised roughly $32 million or 
6.1 percent of the market, but 
analysts believe the technol-
ogy's real growth will come 
when it is harnessed to 
e-commerce applications. 
Although Daugman, who is 
half-Latvian and half-Swedish, 
has remained little known out-
side technology circles, he did 
make world headlines earlier 
this year when he was con-
sulted by National Geographic 
to confirm the identity of the 
famous Afghan cover girl. Of 
course, if his technology 
shortens the lines at the air-
port, he will be a superstar in 
many people's book. @ 
-Peter Gwin 
November2002  5 Auoen  Nliniste~ 
innen grun. 
German Foreign 
Minister Joschka 
Fischer proved 
effective on the . 
campaign trail thts 
fall. G 
erhard Schroder was  reelected 
chancellor  by  the  thinnest  of 
margins.  His  Social  Democrat 
Party  (SPD)  actually  lost 
strength and ended up beating the con-
servative  Christian  Democratic  Union 
(CDU)  by just a  few  thousand votes. 
Election analysts say the SPD probably 
would  not have  gotten  those  decisive 
votes  were  it  not for  the  support  of 
Schroder's foreign minister, the Green 
Party's Joschka Fischer. 
Because of Fischer's pivotal  role  in 
winning  a  second  term  for  the  SPD-
Green coalition,  some have  suggested 
that he-not Schroder-is now  Ger-
many's  most  powerful  politician.  The 
nationally  read  newspaper Bild has 
dubbed Fischer "the secret chancellor." 
To refer to Fischer as "chancellor" is 
not as far-fetched as it seems. He is offi-
cially  Germany's  vice-chancellor,  sec-
ond in command after Schroder. As for-
eign  minister,  he negotiates  affairs  of 
state, handling the country's most sensi-
tive  policy  portfolio.  And  within  the 
Green Party, itself, he is celebrated as a 
superstar. 
What ultimately makes J  oschka Fis-
cher so  fascinating,  however,  is not so 
much the level of his achievement but 
rather the  breadth  of  his  appeal.  De-
spite his reputation as  a left-wing  fire-
brand in  a fairly  conservative  country, 
Fischer has endeared himself to voters 
on both sides of the political spectrum. 
He  is  consistently  rated  Germany's 
most  popular  politician-far ahead  of 
Gerhard Schroder. 
That is quite an accomplishment for 
a former taxi driver who spent the 1960s 
fighting riot police in the streets. (Last 
year vintage  photographs  emerged 
showing him beating an officer.) Appar-
ently,  Fischer's  youthful  follies  pre-
pared him well for the thrust and parry 
of political  life.  Since joining the envi-
ronmentalist Green Party twenty years 
ago, he has helped reshape Germany's 
political landscape. 
II 
Within a year of joining the Greens, 
Fischer was  elected to  the Bundestag, 
Germany's lower house of parliament. 
The image of him taking the parliamen-
tary oath in jeans and tennis shoes sent 
a cultural shockwave through the estab-
lishment. By 1985, Fischer was environ-
ment minister in Hessen's state govern-
ment,  a  role  he  relished  but was 
destined to outgrow. 
In  1994,  the sharp-tongued environ-
mentalist found  a forum worthy of his 
talents.  He  became  speaker of  the 
Green Party parliamentary group. Ger-
many's left-wing opposition had found a 
powerful new voice. Fischer's speeches 
sparkled with  humor and  intelligence, 
yet he always retained a gritty, down-to-
earth quality that went down well with 
the man on  the street.  He  established 
himself as  parliament's chief apologist 
for peace, ecology, and civil rights. Fis-
cher would become Chancellor Helmut 
Kohl's  natural nemesis. The conserva-
tives spent their last four years in office 
enduring the Green pragmatist's rhetor-
ical barbs. 
When Schroder finally defeated Kohl 
in  1998,  the Greens formed  a coalition 
with the SPD  and entered government 
for  the  first  time.  The environmental-
ists' share of the vote was just 6. 7 per-
cent. But it was enough for them to pick 
up  three  cabinet  seats,  including  the 
key  post of  foreign  minister.  Joschka 
Fischer had arrived. 
To  many people's surprise,  Fischer 
turned out to be Germany's most effec-
tive foreign minister in a very long time. 
Whether he was working on  a Middle 
East peace initiative or proposing a Eu-
ropean  constitution,  Fischer  demon-
strated an  extraordinary level of diplo-
matic expertise. By all accounts, he has 
performed his job superbly. 
Ironically,  Fischer's most important 
mission  to  date  involved  negotiations 
not with  a foreign  power but with  his 
own  party.  He  saved  the  governing 
coalition  from  collapse  by  convincing 
By Terry Martin 
the  deeply  pacifist  Greens  to  approve 
German  military  intervention  in  both 
the Balkans and Afghanistan. It was  a 
major feat,  and it came at considerable 
cost. Endorsing the use of force caused 
a wave  of defections and nearly led to 
the Green Party's demise. 
By February of this year, support for 
Fischer's party had dropped so far that 
polls  suggested it might not get back 
into parliament. Yet Fischer himself re-
mained enormously popular with  both 
his  coalition  partner  and  the  public. 
The chemistry between the chancellor 
and  his foreign  minister was never in 
question. 
All it took was the summer's massive 
floods and the threat of a war in Iraq to 
draw voters back to the Green agenda: 
The  party  capitalized  on  its  peacenik 
and environmentalist roots and  shame~ 
lessly  exploited  the  popularity  of  its 
prize diplomat.  Abandoning egalitarian 
tradition, the Greens built their entire 
campaign  around  Fischer.  The  SPD, 
too,  sought to  benefit from  its associa-
tion  with  the  Green's  leading  light. 
Schroder  and  Fischer  actually  cam-
paigned together, another first in  Ger-
man election history. They appeared in 
Berlin under the English-language ban-
ner "Go on Schroder and Fischer." The 
event proved a spectacular success. 
When  the  votes  were  all  counted, 
the Greens had more reasons to  cele-
brate than anyone. Although they won 
just 8.6  percent of  September's  vote, 
they retained their status as the third-
largest party  in  parliament-able  to 
form a majority with the SPD-and im-
proved their performance by nearly 30 
percent over the last election.  Best of 
all, they increased their influence in the 
governing coalition: while the SPD lost 
seats in parliament, the Greens gained. 
Had  it  not been for  Joschka Fischer, 
Germany's  Green  Party  might have 
been banished to  the  political  wilder-
ness, and Germany might have a differ-
ent chancellor. @ 
Germany's 
Man of 
the Hour 
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the German- American Bond 
By Terry Martin 
•••  alk about a rough patch. In 
September  US-German  re-
lations hit rock-bottom. "Poi-
soned"  was  the word  used 
by  National  Security  Advi-
sor  Condoleezza  Rice.  In 
diplomatic  discourse  between  allies, 
this is as bad as it gets. 
Relations went ballistic when, in the 
middle  of  the  German  election  cam-
paign,  Chancellor  Gerhard  Schroder 
decided opposition to US military inter-
vention in Iraq would be a big vote get-
ter.  He  was  right.  His  ratings  shot 
straight up,  helping  him  close  a  ten-
10  EUROPE 
point  gap  with  the  conservatives. 
Unfortunately,  that  position  made 
Germany very unpopular in  Wash-
ington where George W.  Bush was 
clamoring  for  "regime  change"  in 
Baghdad. 
As  President  Bush's  saber  rat-
tling  grew  louder,  Chancellor 
Schroder's antiwar rhetoric became 
ever more strident. The world's two 
largest trading nations-who've en-
joyed  excellent  ties  for  decades-
suddenly found  themselves  on  a 
diplomatic collision course, and both 
sides stubbornly stuck to  their path. 
Bush  lobbied  hard  for  a  United 
Nations resolution to  use military ac-
tion against Iraq. Schroder rejected it 
unconditionally. 
Transatlantic  observers  watched 
with amazement as Schroder went fur-
ther and further out on a limb. Twice a 
day at campaign rallies-and once in a 
nationally  televised  debate-Schroder 
put rejection  of "a  military adventure" 
in  Iraq  at  the  very  top  of  his  policy 
agenda.  The  crowds  went  wild.  Ger-
mans  Oike  the Japanese)  have  devel-
oped a deep-seated aversion to war. 
Although  awkward,  the  tension  in Us-German  relations  remained  man-
ageable during most of the campaign. 
Schroder  apparently  felt  the  transat-
lantic bond was  strong enough to  en-
dure a few  weeks of electioneering at 
America's  expense.  But  the  strategy 
was fraught with risks. 
First,  Schroder  risked  alienating 
many older voters who feel historically 
obliged to support the US on matters of 
security. Second, on  a European level, 
he risked isolating Germany within the 
EU  and  jeopardized  efforts  to  forge  a 
common  position on  matters of global 
urgency.  Finally,  Schroder's  ag-
gressive manner and tone (more so 
than his message)  risked creating 
an atmosphere of bilateral hostility 
with far-reaching consequences. 
It was  within  this  highly 
charged  atmosphere,  just three 
days  before  the  election,  that 
events took a terrible turn. German 
Justice  Minister  Herta  Daubler-
Gmelin was already angry at Bush 
for backing out of the International 
Criminal Court treaty. Then, in the 
midst  of  a  heated  debate,  she 
hastily  compared  the  president's 
tactics to  those of Hitler,  suggest-
ing  that  George  W.  Bush-like 
"Adolf Nazi"-was  using  the 
specter of war to  distract attention 
from  America's  domestic  prob-
lems. This analogy was  the diplo-
matic poison Condoleezza Rice  re-
ferred to. 
Schroder quickly issued a writ-
ten apology to Bush. But it was too 
little  too  late.  The  damage  was 
done.  Needless  to  say,  Daubler-
.  did not return to Schroder's 
catnm~t. And  Bush did  not call  to 
congratulate the chancellor on his 
election victory. Schroder's foreign 
minister, Joschka Fischer, 
t  the  job  of  patching 
up  and called Sec-
of State Colin Pow-
ell  the  next day  to  keep 
the  lines  of  communica-
tion open. 
Sadly, the dispute over 
raq  has  overshadowed 
important aspects of 
US-German  relations: 
peacekeeping  opera-
ions  in  Kosovo  and 
Mghanistan,  for  example. 
Gerhard  Schroder  may 
have disagreed with Amer-
ica's stance on Iraq, but he is 
fully committed to the war on 
terrorism.  Germany  has 
10,000  troops  serving  along-
side American forces  abroad. 
Immediately after the Septem-
ber 11  attacks, the chancellor 
famously declared his "unlim-
ited  solidarity"  with  the 
United States. 
The "either-or" logic of war 
threatens to  reduce the com-
plex web  of transatlantic ties 
to  a single topic. This is most 
unfortunate  because  it jeopardizes 
progress on a host of issues where Ger-
many and the US  disagree. America's 
refusal  to  sign  the Kyoto  protocol  on 
carbon dioxide emissions, for instance, 
is immensely annoying to  environmen-
tally  conscious  Germany.  Schroder's 
government objects to a whole range of 
US  tariffs  and  subsidies,  particularly 
those  involving  steel  and  agriculture. 
German companies also do not appreci-
ate being force-fed America's new rules 
on  corporate  governance.  Other  dis-
putes center on America's contempt for 
the  International  Criminal  Court  and 
Germany's  abhorrence  of  the  death 
penalty.  In  the  machine  of  bilateral 
diplomacy,  these points  of friction  re-
quire regular oiling. 
Paradoxically,  while  Schroder's  re-
election  campaign was  accused of ex-
ploiting  anti-American  themes,  the 
style  of  the  campaign  itself  couldn't 
have been more American. For the first 
time  in  German  election  history,  the 
main political rivals squared off face-to-
face in nationally televised debates. The 
popular format, expected to be incorpo-
rated into future  campaigns, was  a di-
rect import  from  the  United  States. 
This was the year German elections be-
came "Americanized." @ 
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work line up far  ........... 
city Job canter. 
Sev.._percellt 
of .... u  mlllloll Today  German  print journalists  (a 
melancholy  bunch  during  the  best of 
times) devote ponderous columns to the 
subject of  Berlin's decline.  The Berlin 
daily  Der  Tagespiegel  dubbed  it  'The 
Capital  lllusion."  "Dreariness  Royalle" 
proclaimed  the  influential  weekly  Der 
Spiegel. These sources at least consider 
Berlin's fate a newsworthy topic. During 
the  summer,  the national  daily Frank-
furter  Allgemeine  Zeitung  stopped pub-
lishing  its  "Berlin"  section  altogether, 
claiming  there were  not enough read-
ers-or advertisers-to justify it. 
So  what happened?  Wasn't there  a 
huge building  boom  in  Berlin?  Didn't 
the  federal  government  (formerly  lo-
cated in  Bonn)  move  its  massive  min-
istries  to  the new German  capital?  In-
deed,  the  entire  German  parliament 
moved there too. What about all  those 
diplomats,  journalists,  lobbyists,  and 
civil servants that came with them? And 
their families? Hey, we're talking about 
Europe's gateway to the East, the capital 
of the world's second-biggest trading na-
tion. Surely, Berlin must be buzzing. 
Well,  yes  and  no.  In  terms  of  cul-
ture-art,  music,  fashion,  nightlife-
Berlin is  now far more vibrant than at 
any time during the cold war.  Interna-
tional creative types continue to draw in-
spiration from this city in flux. The club 
and bar scene has boomed, capitalizing 
on  the  city's  reputation for  decadence 
and diversity. Three major universities 
provide a constant supply of youthful en-
ergy.  Berlin  is  undoubtedly  the  most 
culturally  progressive  place  in  Ger-
many, and the rents are cheap. But the 
city has never managed to attract the in-
vestors and big companies it had hoped 
for.  Berlin is very hip.  Unfortunately, it 
is also very poor. 
On the surface, Berlin appears to  be 
doing  very  well.  Removing  the  Berlin 
Wall may have robbed the city of its main 
tourist attraction,  but it freed  up  some 
choice real estate. The skyline has been 
completely  remade.  Nowhere  in  West-
em Europe will you see such an exciting 
concentration of new architecture. 
Potsdamer Platz  Oocated on the for-
mer site  of part of the wall)  has been 
transformed into a state-of-the-art office 
complex and shopping center complete 
with an IMAX movie  theater. The gov-
ernment quarter looks  positively  post-
modern with the monumental new chan-
cellery  (white  sandstone)  juxtaposed 
with  the  historic  Reichstag  (bearing 
Norman Foster's signature glass dome). 
Some of the many new embassy build-
ings-notably those of the United King-
dom  and  Mexico-are  architecturally 
daring.  And  the Jewish  Museum,  de-
signed by Daniel Liebeskind, has been 
celebrated as a design marvel. 
Although  stylistically disjointed,  the 
cityscape looks much better now than it 
did  in  1989.  Countless  prewar  build-
ings-public  and  private-have  been G  E  R  M  A  N  Y 
lavishly renovated. Museums have been 
restored  (the  Alte  Nationalgalerie)  or 
newly  built  (the  Gemaldegalerie)  to 
show off world-class art collections that 
had not been mounted in decades. And 
other  ambitious  construction  projects 
are  in  the  works.  Museum  Island,  a 
giant UNESCO  heritage site,  will  take 
ten years to complete. Ground will soon 
be  broken  on  a  new  US  embassy  at 
Pariser Platz  next to  the  Brandenburg 
Gate.  The  local  and  federal  govern-
ments have even decided to pitch in and 
rebuild  the  Imperial  Berlin  Palace.  No 
one can say that Berlin has not profited 
from the Wende architecturally. 
The  city's  musical  landscape  has 
been enriched as well. 'Techno," a form 
of electronic dance music, flourished in 
the city in  the early  1990s. The Berlin 
deejays who perfected the beat are still 
very much in demand in New York and 
London.  Hundreds  of  thousands  of 
young people descend  on  the German 
capital  every year for the Love  Parade, 
an electronic dance music extravaganza 
that has spun off satellite events around 
the globe. 
Berlin's  nightclubs,  famously  trendy 
since the Weimar Republic, continue to 
serve as laboratories for stylistic innova-
tion. Fashion-conscious "ravers" migrate 
from  one  underground  venue  to  the 
next. Sadly for them, the city's supply of 
derelict buildings is  dwindling, pushing 
the scene farther and farther east. 
Classical  music  lovers,  meanwhile, 
are  spoiled  for  choice.  On  any  given 
evening  you  can  pick  between  perfor-
mances  at three  major  opera  houses, 
one of which, the Deutsche Staatsoper, 
boasts Daniel Barenboim as its conduc-
tor.  The  city  also  boasts  three  major 
symphony  orchestras,  including  the 
Berlin Philharmonic led by  the innova-
tive Simon Rattle. While funding for all 
this culture is growing more precarious, 
the quality standards are high, the tick-
ets are generally affordable,  and  since 
1989 you do not have to go through the 
Iron Curtain to get to the concert hall. 
But a city cannot live from  architec-
ture  and  music  alone.  An  industrial 
backbone,  efficient  governance, and  a 
solid  tax base are essential. And  in  all 
three areas Berlin comes up short. 
Since 1991, Berlin has lost half of all 
its production jobs. That is  largely  be-
cause industry in the eastern part of the 
city collapsed after the Wende, and cold 
war subsidies stopped flowing  into  the 
western  part. This,  however, does not 
explain why the situation is not improv-
ing  a  decade  later.  Production  orders 
have  dropped  20  percent  in  the  past 
year.  Although  the  weak  global  econ-
omy has not helped, it accounts for only 
part of the problem. 
According  to  Berlin's  Industry  and 
Trade Association  (IHK),  investors  re-
gard Berlin's administration as "not very 
business friendly."  Berlin  charges the 
highest land  acquisition  fees  in  the 
country, twice as much as surrounding 
Brandenburg. Water prices are also ris-
ing. The IHK  says that while  it under-
stands  Berlin's  desperate fiscal  needs, 
higher taxes and utility costs are driving 
industry away. 
The  structural  changes  in  Berlin's 
economy have shifted momentum to the 
service  sector.  The  tourism,  entertain-
ment,  and  media  industries  have  all 
recorded significant growth since 1990. 
Sony has moved its European headquar-
ters  to  the  German  capital.  Universal 
Music  relocated  its  German  offices  to 
Berlin  during the summer, shifting 500 
employees  to  the  city.  The  country's 
television  networks have all  moved  re-
sources  to  the  capital.  CNN  Interna-
tional  even  opened  a  studio  in  1996, 
broadcasting directly from  Berlin three 
times a day. 
In  the nineties Berlin  succeeded in 
establishing itself as Germany's "Inter-
net Capital." That is one reason why the 
dot-com collapse hit the city especially 
hard. Hundreds of startups bit the dust. 
The  implosion  of  Pixelpark,  the  city's 
showcase web  design firm,  came as a 
psychological blow. So was CNN's deci-
sion in 2000 to  pull the plug on its tiny 
Berlin  operation.  The  gloom  has  ex-
tended  well  into  the  new  millennium. 
Within the space of one year  (through 
June 2002)  the number of unemployed 
advertising industry workers in the city rose from  10,000  to  more than 15,000. 
Nearly  4,000  consultants  and  2,000 
media professionals lost their jobs in the 
same period. The outlook for  these in-
dustries remains grim. 
Bad  supervision  of  Bankgesellschaft 
Berlin, a bank in which the city owns an 
81  percent stake,  has added to  Berlin's 
woes. When the bank lost more than $2 
billion in bad loans, the cash-strapped city 
was forced to bail it out. Local politicians 
were implicated in  shady financial  deal-
ings involving the bank, which led to the 
collapse of the city government last year. 
Today,  Berlin is  operating with  a $2 
billion  deficit  and  a debt load  of more 
than  $40  billion.  The new  government 
has entrusted Berlin's economy portfolio 
to a member of former communist PDS 
party. Public confidence in the more es-
tablished parties is extremely low. 
Rounding  out the  misery,  a  recent 
government  report  revealed  that  one-
eighth  of the  city's  population  lives 
below Germany's poverty line.  Only 41 
percent of Berliners actually earn their 
living. Eleven percent survive on welfare 
or long-term  unemployment  benefits. 
Other  statistics  show  that  the  city's 
schools  are  among  the  worst  in  the 
country, further frustrating Berlin's eco-
nomic  development  efforts.  Thomas 
Herz of the IHK says that, in addition to 
the city's opaque bureaucracy, 'The bad 
reputation of the Berlin school system is 
the main reason leading executives are 
reluctant to relocate here." 
All this, and yet, many residents and 
visitors insist that the quality of life  in 
Berlin  has  increased  noticeably  since 
1989. Some of the perks are simply part 
of the peace dividend. The absence of 
cold  war  checkpoints,  for  example, 
makes road and rail travel far more con-
venient.  (So what if all direct air routes 
between Berlin and the US  have been 
cancelled  for  lack  of business traffic.) 
The overhauled public transport system 
is now extremely efficient, serving sub-
urbs that were inaccessible behind the 
wall. Air quality is markedly better, too, 
now that homes in  the eastern part of 
the  city  have  stopped  heating  with 
brown  coal.  As  for  Berlin's  shrinking 
population,  it just means there is  less 
competition  for  parking  spaces,  apart-
ments, and concert tickets. Overcrowd-
ing is not a problem. 
Just this summer Nylon, an American 
glossy magazine, published a sixty-page 
spread on Berlin entitled "A Tribute to 
the City of Tomorrow." Ironically, such 
tributes raise the same question Berlin-
ers were asking-albeit with greater ex-
istential urgency-at the height of the 
cold war: Will tomorrow ever come? His-
torians remind us that it took 762 years 
to make Berlin what it was on November 
9, 1989. It  was foolish to expect complete 
metamorphosis within a decade. 
The wall's destruction was a historic 
event, but Berliners are realizing urban 
evolution is a lengthy process. The city 
can  be  thankful  its  transformation, 
though troubled,  is  proceeding gradu-
ally-and above  all  peacefully.  While 
the dream of rapid growth may have fiz-
zled, the city itself remains very much 
alive.@ 
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Central EurOB p r ean Politics 
Like Western Europe, But Different 
I 
n  post-communist  Central  Europe, 
parties of the center-left are showing 
considerable resilience. In June, vot-
ers in  the  Czech  Republic  rejected 
the  center  right  party  of  former 
prime minister Vaclav Klaus and opted 
to stay with a coalition led by the social 
democrats of  Prime  Minister Vladimir 
Spidla.  In  April,  Hungarians dismissed 
the rightist nationalists who had led the 
country for  four  years.  They brought 
back the former communist socialists of 
Prime Minister Peter Medgyessy. Last 
year,  Poland's  Solidarity-led  rightist 
coalition was swept from  office  and re-
placed  by  the  former  communists  of 
Prime Minister Leszek Miller. 
Only in Slovakia has the center-right 
managed to hang on to power. There, to 
the  surprise  of  many,  a  center-right 
coalition led by Prime Minister Mikulas 
Dzurinda  trumped  the  left  in  the 
September  22  parliamentary  election. 
The real loser was former strong man 
Vladimir  Meciar.  His  Movement for  a 
Democratic Slovakia got far fewer votes 
than it did in the 1998 election, although 
it remains  the country's largest single 
party. The outcome is an endorsement 
of the pro-W  estern policies of Dzurinda 
and his determination to  steer Slovakia 
into NATO and the European Union. 
In all four countries, the common for-
eign policy objectives of integration with 
the West remain unchanged. 
Estonia 
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Charles Gati, an East European spe-
cialist at the Johns Hopkins School for 
Advanced  Studies in  Washington,  DC, 
says that twelve years into Central Eu-
rope's  transition  from  communism, 
there  is  no  longer  a  left-right  divide. 
'The socialists,"  he  observes,  "are  as 
market-oriented as their opponents." 
The  overall  message  from  post-
communist  Central  and  Eastern  Eu-
rope is that democracy prevails. Freely 
contested parliamentary elections held 
at  regular  intervals  with  the  van-
quished moving to  the opposition are 
the norm. Despite low standards of liv-
ing,  political  extremism  has  thus  far 
been rejected. People on the other side 
of what was the Iron Curtain see them-
selves as part of Europe and seek 
to join its institutions. 
Siim  Kallas,  the  centrist  Esto-
nian prime minister, personifies the 
region's  impressive  new  political 
class.  Speaking  impeccable  En-
glish,  the  trim  fifty-four-year-old 
technocrat told  an  audience  at 
Washington's National Press Club 
in  September  that the  remaining 
months of 2002  are critical.  Fresh 
from  an  Oval  Office  meeting with 
President Bush, Kallas said Estonia 
is ready for the NATO membership 
likely to  be offered to  his and six 
other countries  (Latvia,  Lithuania, 
Slovakia, Slovenia, Bulgaria, and Roma-
nia)  at  November's  NATO  summit in 
Prague.  Furthermore,  he  is  confident 
his nation will be offered membership in 
the European Union at the EU summit 
in  Copenhagen  the  following  month. 
Kallas, who has served previously as his 
country's central bank chief and both fi-
nance and foreign  minister,  noted that 
updated  forecasts  show  that Estonia's 
economy  will  again  achieve  5 percent 
growth  this  year.  Observing  this  pol-
ished performance, he remarked that it 
seemed  impossible  that only  eleven 
years  ago  a  then-dreary,  beaten-down 
Estonia was part of the Soviet Union. 
Sharon Fisher, a senior economist at 
the Washington-based PlanEcon Consul-
tancy, which specializes in  Eastern Eu-
rope,  says  Eastern  politics  are  much 
more  personality  based  than  on  the 
Western  side  of  the  continent.  In  the 
Czech Republic, she says, it was not so 
much that people  were  endorsing the 
Social  Democrats  than  that they  re-
jected the hectoring, "I know best" style 
of former prime minister Vaclav Klaus, 
who  had  expected  to  be  returned  to 
power in  June's election.  In  Hungary, 
she says,  the public was turned off by 
the increasingly shrill nationalism of the 
young  rightist  prime  minister,  Viktor 
Orban. Hungarian voters opted in April 
to  bring back the less flamboyant  for-
mer communists they had swept from office only four years earlier. 
But the Achilles' heel for East Euro-
pean politicians could ultimately be the 
slow pace at which living standards are 
moving toward the much higher West 
European  levels.  The  reality  increas-
ingly is settling in that even the fast re-
formers  in  Central  Europe  and  the 
Baltics may never catch up. The Euro-
pean Bank for  Reconstruction and  De-
velopment  (EBRD)  calculates that eco-
nomic  growth  rates  in  most countries 
would  have to  more than double from 
the current pace in order for living stan-
dards  to  reach  those  of  even  Greece 
and Portugal within twenty years. Only 
Slovenia, the richest part of the former 
Yugoslavia,  appears  to  have  a  decent 
chance  of  achieving  the  4.2  percent 
growth rate it must sustain to catch up 
within two decades. 
The pain of the transition thus far is 
probably  the  reason  support  for  EU 
membership  has  been  declining  re-
cently in  several countries. In  Poland, 
where  the  economy  has  hit  the  wall 
after years of 3 percent-plus growth and 
where unemployment has soared to  17 
percent, public support for EU member-
ship has slumped to 54 percent. A refer-
endum on membership is likely in the 
spring. Recent surveys show that in the 
Baltic States only 38 percent of Estoni-
ans, 46 percent of Latvians, and 50 per-
cent of Lithuanians currently favor  EU 
membership. By contrast, 70 percent of 
Hungarians and  66  percent of Slovaks 
favor joining the European Union. @ 
Barry D.  Wood  is  the  international eco-
nomics  correspondent at Voice  of  Amer-
ica.  He  was  based  in  Prague  for  three 
years and has been writing about Eastern 
Europe since 1989. 
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o observe the industrial future 
of the European Union's pro-
posed new members in Cen-
tral Europe, come to Kolin 
forty miles east of Prague. 
There ground has just been broken on 
what will be a $1.3 billion auto manufac-
turing plant jointly owned by Peugeot 
Citroen and  Toyota. Directly and indi-
rectly, it will employ 10,000 workers 
and establish central Bohemia as the 
auto-making center of post-communist 
Central and Eastern Europe. It is the 
largest Japanese auto investment in the 
region, one that had been eagerly 
sought by Poland, where General Mo-
tors and Fiat already have big manufac-
turing operations. Toyota president 
Fujio Cho says the success of Kolin "is 
the key to Toyota's future in the Euro-
pean market." The first of the new gen-
eration four-passenger, environmentally 
friendly cars will roll off the line in 2005. 
Nevertheless, Volkswagen has led 
the way in the Czech Re- u~~ 
public and Eastern Eu-
rope. VW took over 
Skoda in 1991, and its 
plant northeast of 
Prague at Mlada 
Boleslav is the showcase 
for the Gertnan firm's 
$4.7 billion of invest-
ments not only in the 
Czech Republic but Slo-
vakia, Poland, Hungary, 
and even Bosnia. As 
many as 25,000 Czechs 
have jobs related to VW 
Skoda, which is ·re-
garded as the most suc-
cessful industrial operation in Eastern 
Europe. Output has tripled since VW ar-
rived, and vehicle quality matches or 
surpasses that in any VW plant. About a 
third of output is exported to Western 
Europe. 
The big car companies are drawn to 
Poland, Hungary, and particularly the 
Czech Republic by several factors-
skilled workers who earn 25 percent 
of what is paid in Germany, a well-
developed industrial infrastructure, 
and proximity to Western markets and 
sources of supply in countries that will 
soon be EU members. 
These three Central European coun-
tries-along with now fast-reforming 
Slovakia-have &ttracted more than 
three quarters of the $113 billion of for-
eign direct investment that has gone 
into Eastern Europe (excluding the for-
mer Soviet states) since 1989. Poland-
nearly four times more populous than 
the others-has received the most, with 
$34 billion invested by foreign firms. 
However, it has lagged in recent years 
while the Czech Republic ($26 billion) 
has been catching up, passing early 
leader Hungary ($22 billion). 
The bulk of that investment has 
gone into what was the industrial heart-
land of the old Austro-Hungarian Em-
pire. Excluding its mountainous re-
gions, that zone is roughly bordered by 
Prague in the west, Katowice in the 
Silesian district of Poland in the north, 
Kosice-the steel-making center in 
eastern Slovakia, and Gyor, Hungary in 
the south. 
Germany is by far the biggest in-
vestor with the United States 
accounting for more than a 
quarter of the total. The US 
was an early 1eader with 
General Electric gobbling up 
the Tungsram lightbulb com-
pany in Hungary and Philip 
Morris buying Tabak, the 
biggest cigarette maker in 
the Czech Republic. More 
recently, GE Capital through 
acquisitions has become a 
major banking presence in 
the region. However, it is US 
Steel, implausibly perhaps, 
that has become the most 
noteworthy new American in-
vestor. Two years ago US Steel took 
over debt-plagued VSZ, East Slovak 
Ironworks, which is arguably the most 
efficient steel operation in Central Eu-
rope. VSZ had been bled dry in a 
botched privatization undertaken by 
former Slovak leader Vladimir Meciar. 
A reformist Slovak government turned 
to the American firm to clean up the 
mess and commit to a $700 million 
modernization. US Steel s&ys it could 
not be happier and views VSZ as its en-
tree into the European Union. The :firm 
is a major supplier to the region's auto 
manufacturers. 
-Barry D. Wood f its  current round  of enlarge-
ment negotiations is successful, 
the  European  Union  will  soon 
include almost the entire Baltic 
Sea coast.  With  Latvia,  Lithua-
nia,  Estonia, and Poland as EU 
members, perhaps as early as 2004,  all 
but a short stretch of Russia's mainland 
coastline and its enclave of Kaliningrad 
would remain outside the Union. 
The presence of the latter poses the 
EU  with  several  troubling  difficulties. 
Besides being a strategic military port 
for the Russian Federation, Kaliningrad 
is also a significant source of crime and 
pollution,  problems  that  EU  leaders 
worry  will  spread  if  left  unchecked. 
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Meanwhile,  Russian  officials  are  con-
cerned about being cut off from  Rus-
sian citizens who live  there and about 
Russia's declining power in  the Baltic 
region. 
Situated between Poland and Lithua-
nia  on  the Baltic  Sea,  the Kaliningrad 
Oblast  (or province)  is roughly the size 
of New Jersey and is comprised of the 
city of Kaliningrad, which has a popula-
tion  of  500,000,  and  the  surrounding 
hinterland with another 400,000 inhabi-
tants.  Before  1945,  it was  part of Ger-
many,  and  the  city  was  known  as 
Konigsberg, but after the Second World 
War,  the Potsdam Conference  divided 
what had  once  been East Prussia be-
tween Poland and the Soviet Union. The 
Soviets renamed both their portion and 
its chief city Kaliningrad, in honor of the 
first  president  of  the  Soviet  Supreme 
Council, Mikhail Kalinin. 
Today, Kaliningrad is an important, if 
decaying, military and industrial region 
of the Russian Federation. Home of the 
Baltic Sea Fleet, it is Russia's only ice-
free Baltic port. It is also the site of the 
Yantar shipyard,  one of the largest in 
Russia.  Among other commercial con-
siderations, the region produces 80 per-
cent of the world's amber, which is used 
to make jewelry, tobacco pipes, and dec-
orative  objects.  It also  houses  the 
Baltic's  largest fishing  fleet  and holds 
underdeveloped oil reserves. 
Since  its  incorporation  into  the So-
viet Union to its present position as part 
of the Russian Federation, Kaliningrad 
has  remained  an  important  strategic 
and commercial interest. The numbers 
of military personnel have decreased to 
approximately  19,000,  but  a  large 
amount of equipment, albeit largely un-
serviceable, and a significant number of 
installations  are  still  located  inside  its 
borders. 
However,  the  Kaliningrad  region's 
most important assets are the ports it af-
fords Russia's Baltic Sea Fleet. During 
the  cold  war,  the  USSR  and  its  allies 
controlled  roughly  1,000  miles  of  the 
eastern Baltic coastline, stretching from 
East  Germany  to  the  Finnish  border. 
That area has shrunk to only the port of 
Kaliningrad  and  some smaller installa-
tions,  almost  all  of  which  are  located 
within Kaliningrad Oblast. Without a vi-
able  presence in Kaliningrad,  the Rus-
sian navy would be unable to operate ef-
fectively  in  the  Baltic  Sea  and  could 
limit its presence in the Atlantic to only 
submarines. 
However,  Russia  also  believes  its 
presence in Kaliningrad ensures its sta-
tus as a power in the northern European 
region.  This  is  important  in  terms  of 
• Russia's  overall  national  security  pos-
ture and as a means to  discourage any 
wholesale  persecution  of  Russian  mi-
nority groups in the region. Moscow in 
the past has asserted that Russian  mi-
norities in  the Baltic region have been 
the  subject  of  "ethnic  cleansing"  and 
"variants of apartheid." 
Kaliningrad is one of the poorest re-
gions  in  the  Russian  Federation.  Ac-
cording  to  Goskomstat,  the  Russian 
Federation's  state  statistical  agency, 
38.7  percent of the residents of Kalin-
ingrad  live  below  the nation's  poverty 
level  as opposed to  30  percent nation-
wide. 
Regionally,  Kaliningrad  is  an  even 
bigger economic  failure.  Its  1999  per 
capita gross domestic product was five 
times  lower  than  Lithuania's,  eight 
times  lower  than  Poland's,  and  forty 
times lower than the EU average. EU of-
ficials  worry  that  Kaliningrad's  eco-
nomic  woes  combined  with  its  other 
problems  could  spill  into  the  Union 
once  its  neighbors  become  member 
states. 
Of specific concern is  Kaliningrad's 
reputation  as  a  haven  for  organized 
crime,  especially  as  a  major  hub  for 
smuggling.  Boasting  prices  that  are 
one-third those in Moscow, Kaliningrad 
is an ideal location to obtain goods rang-
ing from  alcohol and cars to  narcotics 
and weapons. 
The latter item provokes special con-
cern. Although the number of military 
personnel has been drastically reduced, 
a huge amount of military hardware re-
mains in  Kaliningrad Oblast. Most of it 
was transported to  its present location 
by units hurriedly leaving former War-
saw Pact nations and the Baltic States. 
Although it has been steadily deteriorat-
ing since, observers worry it potentially 
could fall prey to weapons traffickers. 
Of further concern  is  Kaliningrad's 
pollution. It is by far the most polluted 
region  in  northeastern  Europe  today, 
estimated  to  have  more  than  7,500 
sources of air  pollution,  including  178 
large  industrial  enterprises.  Only  62 
percent of these have any form of treat-
ment facilities. Within the city of Kalin-
ingrad itself,  air pollution is five  to  six 
times greater than anywhere else in the 
Russian Federation, which itself has lev-
els far greater than any EU country. 
The city also faces serious infrastruc-
ture problems as well.  Although it is a 
producer of oil,  there are no  refineries 
in  Kaliningrad  and  no  power  plants. 
Kaliningrad  receives  its  natural  gas 
from Russia through a pipeline that trav-
els  through  Lithuania  but receives  its 
electricity  from  a  Chernobyl-type  nu-
clear power plant located  in  Lithuania 
near the city of Ignalina. Furthermore, 
the region has a history of not paying its 
electric bill,  which has resulted in  sev-
eral episodes of brinkmanship between 
Lithuania and the Russian Federation. 
The  city's  water  system  poses  an 
even  greater problem.  Most of it was 
built by East Prussia almost a century 
ago,  and during periods of little or no 
precipitation,  the  system  dries  up. 
Water is  frequently  available  in  some 
areas for less than two hours a day and 
is often not potable. 
EU countries and the Russian Feder-
ation  have recognized the problems of 
Kaliningrad  over  the  past decade  and 
have  undertaken many efforts  to  help 
the region. Unfortunately, most of these 
initiatives  have  either met with  failure 
or  are  still  in  the  planning  process. 
There is  still  interest on  several sides 
about using Kaliningrad as a "pilot re-
gion" for economic policy. Visions of a 
Hong  Kong  on  the  Baltic  are  often 
touted  by  various trade and economic 
ministers in  the region. However, such 
dreams are not likely to become reality 
anytime soon. As the EU enlarges east-
ward, it will have to come to terms with 
the  fact  it  will  eventually  surround  a 
Kaliningrad  that continues to  struggle 
under the burdens brought on  by  the 
collapse of communism. 
Meanwhile,  Russian  officials  con-
tinue to press the EU on matters of tran-
sit once Kaliningrad  is  surrounded by 
Union  members.  President Vladimir 
Putin  has demanded that Russian  citi-
zens be allowed  to  travel between the 
enclave and  the rest of Russia without 
having  to  obtain  special  visas.  In 
September,  European  Commission 
President Romano  Prodi  said  the  EU 
would  consider  allowing  Russians  to 
travel without visas, provided a system 
of nonstop,  high-speed trains could be 
implemented between Kaliningrad  and 
Russia.  Furthermore,  he  said  the  EU 
would  consider issuing facilitated  tran-
sit  documents  to  those  traveling  fre-
quently  between  Kaliningrad  and  the 
surrounding areas. "You could call  it a 
Kaliningrad pass," said Prodi. 
Although  Kaliningrad  Governor 
Vladimir  Yegorov  called  the  EU  pro-
posal a step forward,  Dimitry Rogozin, 
Putin's  envoy  in  Kaliningrad  negotia-
tions,  said  the two  sides remained far 
apart on the issue. 
Chris Patten, the EU commissioner 
for  external  relations,  has  stated  that 
EU policy in the area must be an "all-Eu-
ropean  commitment"  and  that  this  is 
"just  the  sort  of  area  where  the  EU 
should  be  cutting  its  foreign  policy 
teeth." Given the profound nature of the 
problems in  Kaliningrad, any meaning-
ful  recovery plan will  no  doubt be ex-
tremely  expensive  and  any  solutions 
will be long in  coming. Without a deci-
sive  and  long-term foreign  policy  plan 
toward  Kaliningrad,  many  believe  the 
EU can very well find itself looking at a 
constant and dangerous source of insta-
bility on its border for years to come. @ 
john  Burbank  is  a freelance  writer who 
specializes in Russia and Eastern Europe. 
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Europe's largest aerospace company joins with Boeing to pursue military contracts 
he  most  exotic  sight at 
Britain's  Farnborough  In-
ternational Air  Show  was 
not  spotted  zooming 
through the clear July sky. 
Rather,  it was the leaders 
of  the  world's  two  aero-
space arch  rivals  smiling and shaking 
hands.  Philip  Condit,  CEO  of Boeing, 
and  Phillipe  Camus  and  Rainer  Her-
trich, co-chief executives of the French-
German-controlled  European  Aero-
nautic Defense & Space  (EADS),  used 
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the occasion  to  announce their agree-
ment to  cooperate  in  developing  a 
multibillion-dollar,  US-led  glo  hal 
missile-defense system. 
Although  many  crucial  details,  in-
cluding financing and governmental ap-
provals,  are  still  being  negotiated,  the 
deal represented a major breakthrough 
in  transatlantic  cooperation  in  an  area 
that for decades has been characterized 
by fierce, politically charged, worldwide 
competition. The battling has mainly fo-
cused on large passenger jets made by 
Chicago-based  Boeing  and  Toulouse-
based  Airbus,  the  four-nation  consor-
tium  (United  Kingdom,  France,  Ger-
many,  and  Spain)  that  is  80 
percent-controlled  by  EADS  and  ac-
counts for more than the majority of its 
profits.  But the  worldwide  rivalry  also 
extends  to  spacecraft,  missiles,  heli-
copters, and  military fighter and  trans-
port planes made by the two giants, and 
the  CEO's  glad-handing  notwithstand-
ing, it won't stop. 
"In this business, everyone partners Boeing Chairman 
and CEO Philip 
Condit 
with everyone else, despite the compe-
tition, and this step (with  Boeing)  rep-
resents a first, major step for us to sub-
stantially  increase  our position  in  US 
defense  markets,  among others," said 
Ralph  Crosby,  who  in  September was 
named CEO  of all  EADS's activities in 
North America. A former senior execu-
tive  of Northrop Grumman,  the  third-
ranking  US  defense-aerospace  com-
pany,  and who  helped  develop  the B2 
stealth  bomber,  the  fifty-four-year-old 
Crosby thus became the second senior-
ranking American to join the top ranks 
of the EADS group; the first was John 
Leahy,  executive vice president of Air-
bus. "Despite obstacles in  the military 
area, we are also looking at acquisitions 
in the United States," Crosby remarked 
during an interview at the group's Paris 
headquarters. 
less  than  2 percent of its  GNP  on  de-
fense,  which  is  below the UK's  nearly 
2.5 percent, currently rising to 3 percent, 
but well ahead of Germany's 1.2 percent, 
which  most  EU  observers  expect  to 
climb slightly in the coming year. 
Not  surprisingly,  Boeing  and  the 
second-ranking  US  aerospace  giant, 
Lockheed  Martin,  are  seeking  to  en-
hance their sales and generate profits in 
the fragmented  Western European  de-
fense  market.  But the  Boeing-EADS 
move is regarded as the most important 
step  yet  toward  building  transatlantic 
industrial-military cooperation. 
Backed  by  the Bush administration 
as  a  way  of  engaging  continental  EU 
members  in  its  global,  anti-terrorist 
strategy, the agreement is described by 
Condit as a concrete example of "unity 
of purpose and  appreciation  of  a com-
---------- mon  global  threat,"  em-
phasizing  that  "interna-
tional  cooperation  is  a 
cornerstone  of  missile 
defense." The  agree-
ment followed an  earlier 
decision  by  Boeing  to 
merge  its  space  and 
communications  unit 
with its military business 
into  a  new  unit,  Inte-
grated Defense Systems, 
which could generate an 
estimated  $23  billion  in 
sales  this  year,  roughly 
comparable in size to  its 
commercial jet business. 
EADS chief executives Rainer Hertrich of Germany (left) and 
However,  important 
obstacles  loom  on  both 
sides of the Atlantic. Sev-
Philippe Camus of France 
The  missile  project,  with  an  esti-
mated $48 billion price tag, would help 
offset  sharp  drops  in  demand  among 
world carriers for their civilian planes, a 
slump  Condit described  as  the  "worst 
decline"  in  the industry's history.  Both 
companies particularly hope to win con-
tracts stemming from huge increases in 
US  defense spending. Within  the  next 
few  years, Washington will  be shelling 
out  three  times  the  European  Union 
total, rising to $451  billion  in  2007 from 
$320  billion  last year,  including missile 
defense programs. 
Several  key  EU  countries  are  also 
planning increases. France, for example, 
has  committed  to  boosting  annual 
spending from around $14 billion to $15 
billion  between  next  year  and  2008. 
France now spends the equivalent of just 
era! EU member governments have ex-
pressed deep skepticism about the anti-
missile system's viability and usefulness, 
questioning the administration's target-
ing potential enemies capable of hitting 
Western targets with  missiles,  such as 
North Korea, Iran, and Iraq. 
Some defense experts in  France are 
already warning EU allies that the pro-
posed deal could only result in  enhanc-
ing Boeing's role in Europe, thus endan-
gering  a  key  component  in  EADS's 
strategy-challenging US dominance on 
the military side of the aerospace busi-
ness, similar to  its success with Airbus 
civilian  planes.  Others express a sense 
of deja vu. 'These kind of ambitious mili-
tary  space  projects  have  been  talked 
about before, notably during the Reagan 
era,  but I will  believe  in  this  (Boeing-
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EADS)  accord when it is real and repre-
sents real money,"  said  Fran<;ois  Heis-
bourg,  head  of  the  Paris-based  think 
tank,  the  Foundation for  Strategic 
Research. 
But Crosby and Jean-Louis Gergorin, 
EADS's  executive  vice  president in 
charge of strategic planning, believe that 
their US links could extend well beyond 
Boeing  and  missiles  and  reach  into 
areas such as tanker and aircraft, radar 
and  helicopters,  many  designed  for 
homeland  defense,  possibly  through 
other joint  ventures  or  acquisitions. 
'These will  be major  markets for  us," 
In addition to its 
Airbus commercial 
jets, EADS also 
builds satellites 
and rockets, which 
were on display at 
last year's Paris air 
show. 
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Gergorin said. Crosby noted that one of 
his key roles in Washington will  be at-
tempting to persuade the Pentagon and 
reluctant members of Congress that Eu-
ropean military technology can play an 
important and less-costly role in the ad-
ministration's  defense  procurement 
programs. 
EADS  was  created  two  years  ago 
through  the  merger  of  France's 
Aerospatiale Matra, Germany's Daimler-
Chrysler Aerospace,  and  Spain's  Con-
strucciones  Aeronauticas  groups,  thus 
becoming  the  world's  second-largest 
aerospace  and  defense  company,  after 
Boeing.  Since  then, 
EADS  has been unable 
to  boost military-related 
business  beyond 
roughly 20 percent of its 
total sales, which are ex-
pected to  reach an  esti-
mated  $30  billion  this 
year, down slightly from 
a  year  earlier.  Both 
Camus  and  Hertrich 
hope the deal with Boe-
ing will help erode some 
of the traditional Ameri-
can  hostility  to  tapping 
sensitive, European mil-
itary  technology.  As 
Aviation Week  noted re-
cently,  EADS  has 
shared its ballistic  mis-
sile technology with the 
US and is supplying he-
licopters and other tech-
nology for the US Coast 
Guard's  $11  billion, 
"Deepwater"  modern-
ization  program.  How-
ever,  although  the  US 
Air  Force  has  encour-
aged EADS to bid for its 
new  programs,  it  has 
yet to win a major sale. 
Both  Camus  and 
Hertrich  are  deter-
mined to  raise the mili-
tary  percentage  to  at 
least  30  percent  of 
EADS's  total  sales 
within  the  next few 
years,  hopefully,  they 
say,  through  contracts 
with  the  US  Defense 
Department for building 
the  Boeing-led  system 
in Western Europe. 'We 
believe  ballistic  missile 
defense to be an important focus in the 
shifting defense environment," the two 
executives  said  through  a  joint  state-
ment,  and  "EADS  possesses  the  en-
trepreneurial  know-how,  leading-edge 
technologies, and actively maintains the 
role as Europe's defense leader." Added 
Condit, 'There clearly will be room for 
EADS ...  if you  want  systems  to  inter-
operate,  you  have  to  have  people  on 
both sides working on that problem." 
While  the  European  company  al-
ready has about 2,000 people on its pay-
roll in the United States, including Air-
bus  teams,  its  corporate  headquarters 
are split between Paris and Munich, di-
recting the work of  some  100,000  em-
ployees at more than seventy production 
sites,  mainly  in  Germany,  France,  the 
UK,  and Spain.  From Camus and Her-
trich down, the working language in the 
company is English. Through its finan-
cial and managerial control,  EADS is a 
leading  launcher  of  commercial  satel-
lites  (Arianespace);  one  of the world's 
largest makers  of  civilian  and  military 
helicopters  (Eurocopter);  and  guided 
military missiles. Furthermore, the com-
pany  is  the controlling  shareholder in 
the  military  aircraft programs  of 
France's Dassault group,  maker of Mi-
rage and Rafale fighter planes and in the 
four-nation  Eurofighter  combat  plane 
(UK,  Germany, Italy, and Spain), which 
competes  directly  with  the  American 
Joint Strike  Fighter,  the  F35  warplane 
developed by Lockheed Martin. 
In recent weeks, investors appeared 
skittish about EADS's  stock, which is 
traded  on  the  Frankfurt,  Paris,  and 
Madrid  exchanges.  In  early  October, 
its  price  had  slid  to  around  $9  per 
share,  down  31  percent over  the last 
twelve months. 
Nevertheless,  in  its  financial  state-
ment issued at the end of July, the com-
pany reported that its 2002 earnings be-
fore  interest  and  taxes  would  be  20 
percent higher than the $1 billion previ-
ously forecast. EADS's cash position re-
mained what Camus and Hertrich de-
scribed  as  "strong,"  equal  to  around 
$1.2 billion. "Looking ahead, we remain 
prudent," the CEOs said.  "Key drivers 
of  continued  profitability  will  be  Air-
bus  ...  and the expected break-even for 
defense  and  civil  systems for  the full 
year," they said. @ 
Axel  Krause,  based  in  Paris,  is  a 
EUROPE contributing editor. uropean Union govern-
ments are moving within 
sight of a landmark agree-
ment establishing a so-
""""--=---__, called "Single European 
Sky" to replace the fragmented air traf-
fic control system blamed for the de-
lays and congestion that blight air 
travel across the continent. 
The European Commission's long 
stalled proposal for a harmonized con-
trol system received a tragic boost in 
July from the mid-air collision of a Rus-
sian Tupolev passenger plane and a 
Boeing 757 cargo jet over southern 
Germany, which left seventy-one dead. 
The EU's transport commissioner, 
Loyola de Palacio, said the accident, the 
first mid-air collision in Europe in more 
than twenty-five years and Germany's 
worst postwar air disaster, was caused in 
part by a lack of coordination between 
different air traffic control technologies. 
German controllers had seen the crash 
coming but did not have the means to 
contact their Swiss counterparts. 
Six weeks later, the European Par-
liament overwhelmingly backed the 
Commission's plan to have the Single 
Sky in place by the end of 2004. The 
measure still has to be approved by the 
fifteen EU member governments 
before it becomes law and de-
spite opposition from air con-
trollers in some countries; how-
ever, observers say there should 
not be a problem meeting the 
deadline. 
The patchwork of national air 
control systems dates back to 
the start of air travel but cannot 
cope with the surge in traffic-
there are more than 8 million 
flights in Europe every year, 
peaking at an average of 28,000 
per day in the summer vacation 
season. 
There are currently more 
than forty different air traffic 
control systems handling fifteen 
separate "skies" in Europe. A 
relatively short flight between 
Brussels and Rome, roughly the 
same distance as between New York 
and Chicago, passes through nine sep-
arate control systems. 
The only central body, Eurocontrol, 
with which the EU signed an accession 
agreement in October, merely coordi-
nates the activities of separate air traf-
fic management systems. But under 
the Commission's proposals it will be 
able to harmonize them, laying down 
binding rules for the whole continent. 
"For too long, air traffic control has 
been dominated by considerations of 
national sovereignty rather than the 
needs of airlines and passengers," says 
Marieke Sanders-Ten Holte, a Dutch 
Liberal member of the European Par-
liament who helped steer the Single 
Sky legislation. A single system, she 
says, will create new and larger air cor-
ridors, allowing airlines to fly more di-
rect routes, significantly cutting delays. 
The European Commission esti-
mates that the fragmented air traffic 
control system is responsible for 50 
percent of the delays and reckons a 
harmonized system would save airlines 
roughly $5 billion a year. 
Not all European skies are over-
crowded. In some places as little as 50 
percent of air traffic capacity is used, 
whereas a large strip of airspace from 
southeast Britain to Italy, taking in 
France, Germany, and the Benelux 
countries, is so congested that no more 
capacity can be added. Another prob-
lem is the large slice of airspace still re-
served for military aircraft in spite of 
the ending of the cold war. 
The downturn in European air traffic 
in the wake of the September 11 terror-
ist attacks significantly reduced delays 
in the first half of the year, but traffic is 
starting to pick up again, largely due to 
the rise of no-frills budget airlines, and 
delays are lengthening. 
The delays were also reduced by 
the big increase in capacity resulting 
from the agreement in January to halve 
the minimum vertical separation of air-
craft in the upper airspace from 2,000 
feet to 1,000 feet in forty-one European 
and North African countries. The 
move, which was hailed as the biggest 
change in European air traffic manage-
ment in :fifty years, is aimed at boosting 
capacity from the North Atlantic to the 
Russ~an  frontier, by around 20 percent. 
The single sky plan has sparked a 
furious backlash and a spate of sum-
mer strikes by controllers in France, 
Germany, Greece, and Portugal who 
fear it is a backdoor to privatization 
that will result in job losses. The UK 
government partially privatized the N  a-
tiona! Air Traffic Services [NATS] last 
year, selling a 46 percent stake and 
management control to the Airline 
Group, a consortium of seven UK air-
lines led by British Airways and Vtrgin 
Atlantic. The post-September 11 slump 
in North Atlantic traffic slashed NATS 
revenues, and the government and pri-
vate shareholders had to provide a 
$155 million capital injection. 
Some EU countries, like France, 
are leery of surrendering national 
sovereignty and giving up military 
airspace. However, a Single European 
Sky looks like an idea whose time has 
come. C3 
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STATE PROFILE: CALIFORNIA 
This is the third in series of  oc-
casional features that offer 
deeper insight into EU-US re-
lationships at the state level 
and the people, organizations, 
businesses, and government 
bodies that comprise them. 
Doing Business 
Together 
F
rom corks to cell phones, 
from almonds to digital 
pens, and from one exec-
utive suite to another, EU-
California economic ties run 
the gamut of products, ser-
vices, and people. 
Ever since Portuguese, 
Spanish, and English galleons 
anchored at San Diego, Mon-
terey, and Mendocino, Euro-
peans and Golden Staters 
have imbedded themselves in 
one another's business. 
Nowadays, post 9-11 and 
the advent of the euro, busi-
ness is at its most problematic 
in a decade. Yet private sector 
strategies and public agency 
commitment ensure that the 
massive dual market of nearly 
400 million people will 
weather the storm cycles as 
robustly as did their sixteenth-
century seafaring predeces-
sors. Says Lon S. Hatamiya, 
secretary of the California 
Technology, Trade, and Com-
merce Agency: "Our relations 
with the EU are very good. Of 
our total exports, 21 percent 
go to the EU, and they're one 
of our largest foreign in-
vestors. We're definitely inter-
twined in a great way." 
For a generation, Califor-
nia has been heralded as gate-
way to the Pacific, hub of the 
Asian century, and a Pacific 
Rim mega-state. All true, but 
during that same time, the 
economic, political, and cul-
tural nexus with Europe has 
flourished also. Call it, in the 
age of so many of them, a 
strategisch Partnerschaft. 
Moreover, in a kind of syn-
ergistic pas de deux, any differ-
ences between the US and Eu-
rope over Iraq or the war on 
terrorism will be buffered by 
their traditional transatlantic 
stakeholdings. Just as dis-
agreements over trade and in-
vestment issues will not erode 
their mutual commitment to 
democratic institutions and in-
dividual liberties. "In dis-
cussing the transatlantic rela-
tionship ... ," Ambassador 
Gi.inter Burghardt, head of the 
European Commission Dele-
gation to the US, said in a 
speech to two California State 
Senate committees in March, 
"I am well aware that Califor-
nia constitutes a vital compo-
nent of the EU-US economic 
relationship." 
Consider corks. For 
decades, vaunted California 
wineries have plugged their 
vintages with corks from Por-
tugal. Recently, however, 
complaints over "cork taint" 
and its deleterious effect on 
what is in the bottle, have led 
some vintners to use plastic 
or other substitutes, captur-
ing an estimated 7-8 percent 
of the US market. Iberian 
cork-makers have responded 
by improving quality control 
and launching an impressive 
public relations campaign. So 
far, they have recaptured mar-
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ket share and won over some 
California environmentalists, 
who praise the European cork 
industry as one accenting sus-
tainable growth and protec-
tion of wildlife habitat. 
Or take the transatlantic 
exchange of people, which is 
exactly what has been hap-
pening among EU and Cali-
fornia corporations. In 1999, 
San Diego's Qwest Communi-
cations International hired At-
shin Mohebbi as president 
and chief operating officer 
from British Telecom. Earlier 
this year, EADS, the Euro-
pean aviation and defense 
consortium, returned the 
favor, naming Ralph D. 
Crosby, Jr. as head of its 
North American division; 
Crosby had been president of 
Northrop Grumman's Inte-
grated Systems Sector. 
Other bilateral barome-
ters: Two-thirds of all Califor-
nia almonds are shipped to 
European customers, and half 
the wind turbines generating 
energy in the state are of Dan-
ish origin. Furthermore, Al-
lianz's PIMCO bond manage-
ment unit, based in Newport 
Beach, with $27 4.4 billion in 
assets and 550 employees re-
ceived an "Award for Invest-
ment Excellence" from Global 
Investor Magazine this year, 
and Sweden's Anoto Group C 
Technologies subsidiary just 
signed up northern Califor-
nia's Logitech for its highly 
touted C-pen that transfers 
printed text from paper di-
rectly to computers. Also, the 
world's largest cell phone 
maker, Nokia of Finland, has 
agreed with two California 
firms, Loki Software and Leap 
Wireless International to use 
Loki's games and Leap's 
Cricket handsets for its ubiq-
uitous phones. 
Overall, outside NAFTA, 
the EU is California's largest 
export market. Europe is the 
largest source of foreign di-
rect investment (FDI) in the 
state, totaling $53 billion in 
2000, or almost half the 
state's total FDI. European 
trade and investment support 
more than 500,000 California 
jobs, many of them in highly 
skilled and well-paid sectors. 
Approximately forty-five 
member state consulates op-
erate in California, aided by 
fifteen member state cham-
bers of commerce. Pre-
dictably, after 9-11, tourism 
each way was down and con-
tinues to decline this year. 
Also predictably, a few 
burrs under each economic 
saddle rub some the wrong 
way. California farmers, who 
energize America's largest 
agricultural machine, chafe at 
EU limits on genetically modi-
fied food products and gripe 
about EU agriculture subsi-
dies. Euro-zone entrepre-
neurs threaten to pull up 
stakes if US politicians try to 
force them to swear the truth 
of their bookkeeping (as 
American chief financial offi-
cers have been made to do in 
the wake of dozens of corpo-
rate scandals). So far, the 
slumping greenback has not 
sparked an export spike from 
California-at least one not 
offset by surging imports. STATE PROFILE. . . (CONTINUED) 
Last year, Willard M. Berry, 
president of the European-
American Business Council, 
told a US House committee, 
'We have also got to find bet-
ter ways of dealing with trade 
conflicts before they become 
an issue in the wro." 
For all the irritants, at least 
as many balms soothe the re-
lationship. Just in October, 
for instance, the EU approved 
Alcoa's acquisition of 
Fairchild, a $657 million deal 
that affects some 2,500 work-
ers in each company's south-
em California operations. 
Much of California's high-
tech sector remains dazed by 
the dot-com bomb, but 
biotechnology is an excep-
tion. After Unilever chairman 
Niall Fitzgerald noted during 
a speech in Wales early this 
year that California has 
spawned thirty times as many 
biotech companies as France 
in the past five years, 
Unilever pumped $29 million 
over three years into a Santa 
Barbara venture aimed at 
identifying opportunities in 
genomics and advanced bio-
science. "Biotechnology is 
the only hope," says Jan 
Vaeth, a director of Hunnef 
Enterprises in San Francisco, 
which consults with small-
and medium-sized European 
companies about coming to 
California. 
Even tension over terror 
could create opportunities for 
European defense contrac-
tors, such as BAE Systems 
North America and EADS, 
which are active in Califor-
nia's booming aerospace, mis-
sile, and information military 
markets. 'They're very, very 
interested," says Jack Kyser, 
executive director of the Los 
Angeles County Economic 
Development Corp. 
Then there is the invisible 
side of trade and invest-
ment-theje ne sais quai fac-
tor, if you will. Like seventeen 
other automobile makers, 
BMW has set up its design 
studio in southern California. 
'We want to take advantage of 
the car culture, the California 
melting pot, the free-thinking 
environment to promote 
something new," says execu-
tive director Neil Brooker. 
Across the Atlantic in the 
ancient city of Florence, Cal 
State University-Fullerton 
graduate Rachel Ferrari is 
doing the same thing-in re-
verse. "My roots are here," 
says the twenty-three-year-old 
who is studying Italian there. 
"And it's been fun finding 
them." 
-Mike Tharp 
Unilever: Good 
California Citizen 
M 
ost Californians could 
not tell a Unilever 
from a unicorn, but 
the huge British-Dutch com-
pany has quietly emerged as 
a solid corporate citizen in the 
state. Well beyond its brand 
names of Dove soap, Hell-
man's mayonnaise, Lipton 
tea, and Knorr's soup, 
Unilever is engaged with the 
communities of its customers. 
Unilever Bestfoods is the 
founding sponsor of Hunger 
Free America, a national initia-
tive to raise awareness of 
childhood hunger in the 
United States. At a January 
symposium in Los Angeles, 
actor Jeff Bridges, founder of 
Hunger Free America, joined 
with first ladies Sharon Davis 
of California and Columba 
Bush of Florida, along with 
Los Angeles Mayor Jim Hahn, 
to talk about solutions to the 
problem of hunger in children. 
Six hundred miles north, 
at the University of California-
Davis, Unilever Best Foods 
North America supports a 
project involving university 
researchers and seven area 
farmers on growing better 
tomatoes. The company has 
signed long-term contracts 
with growers who use such 
environmentally friendly prac-
tices as proper crop rotation, 
water recycling, and other 
sustainability plans. 
Last year, Unilever received 
a 'Waste Reduction Award" 
from the State of California, 
and conservation groups have 
praised the company for agree-
ing to buy fish only from well-
managed fisheries. 
This year the company 
began letting high school stu-
dents in Pasadena get hands-
on business experience by 
running its employee store on 
Fridays. 
-Mike Tharp 
REPORTER'S NOTEBOOK: BALKANS LOOKING BETTER BUT 
SUCCESS NOT ASSURED 
T
he good news from the 
Balkans is that on Sep-
tember 15 rival and some-
times warring political parties in 
the Former Yugoslav Republic 
of Macedonia (FYROM) put 
down their weapons and let the 
people speak through the ballot 
box. The Organization for Secu-
rity and Cooperation in Europe 
(OSCE), which had deployed 
800 observers to FYROM, 
declared the vote for 120 parlia-
mentary seats free and fair. One 
top Western diplomat went fur-
ther, calling the vote, which was 
won by the opposition, an "as-
tonishing" achievement. 
For a country on the brink 
of civil war a year ago, the 
mostly incident-free election 
was a stunning achievement. 
Not only was there no tam-
pering with the ballot boxes, 
but the corruption plagued, 
often hard line nationalist 
government accepted the re-
sult and prepared to hand 
over power. A coalition led by 
the social democrats, who 
ruled from 1992 to 1998 is set 
to take over. 
The politician to watch in 
FYRO M is not the incoming 
prime minister or the mostly 
ceremonial president, Boris 
Trajkovsky. Rather it is Ali 
Ahmeti, the forty-three-year-
old ethnic Albanian guerrilla 
fighter turned politician, 
whose new party, the Demo-
cratic Union for Integration, 
rolled over the Albanian par-
ties that participated in the 
outgoing government. Ah-
meti led last year's six-month 
long rebellion that was 
ended through a NATO, US, 
and EU brokered agreement 
that gave amnesty to the 
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guerrillas and greater free-
doms to the Albanian minor-
ity, which comprises nearly 
one-third of FYROM's popu-
lation. Ahmeti-reviled 
as a terrorist by many Mace-
donians-now professes to 
be a peacemaker. He de-
nounces the notion of a 
greater Albania and says he 
is determined to make ethnic 
harmony a reality in a multi-
national FYROM. Willing to 
stay out of the cabinet to as-
suage Macedonian sensitivi-
ties, Ahmeti's parliamentary 
debut is eagerly awaited. 
Macedonia needs all the help 
it can get. Unemployment 
has reached as high as 40 
percent, and the economy re-
mains in a deep slump. 
However, while ethnic 
conflict is at least on hold in 
FYROM, other big issues in 
the southern Balkans are un-
resolved. Kosovo, the United 
Nations administered Serbian 
province that is now 95 per-
EU NEWS 
Dutch Government 
Resigns 
T
he government of 
Dutch Prime Minister 
Jan Peter Balkenende 
collapsed on October 16 after 
taking power in May. When 
announcing his decision to 
Parliament, Balkenende said, 
"I came to the conclusion that 
no further fruitful, long-last-
ing partnership is possible 
within the coalition ...  There-
fore, I plan to offer the (cabi-
net's) resignation to the 
queen." 
The crisis between the 
new coalition government 
spiraled out of control when 
disputes broke out between 
two cabinet ministers and 
other coalition partners 
openly questioned the credi-
bility of the List Pim Fortuyn 
party (LPF). The party's con-
troversial leader, Pim For-
tuyn, was murdered only a 
few days before the May 15 
general elections. His right-
wing LPF was swept into sec-
ond place behind the centrist 
Christian Democrats after it 
cent Albanian, remains a 
festering sore. While there 
is now an elected government 
in Pristina, the major powers 
are not yet ready to consider 
the territory's final status. 
While it is remote that Ser-
bian authority will ever be re-
asserted, the European Union 
will not even consider the full 
independence that the Koso-
var Albanians demand. Mean-
while there is increasing pres-
sure to draw down the NATO 
led force that has maintained 
stability since ousted Yu-
goslav leader Slobodan Milo-
sevic lost the war to NATO in 
1999 and withdrew his troops 
from Kosovo. 
Serbia, at this writing in 
early October, looks a lot bet-
ter. Rory O'Sullivan, the Bel-
grade World Bank represen-
tative with long experience in 
the Balkans, says the Serbian 
reformers-in their first eigh-
teen months-accomplished 
more than did any other East 
gained 17 percent of the 
votes in the national poll. Al-
though the two bickering 
Cabinet ministers tendered 
their resignations in hopes of 
European country during the 
same period of time. The cur-
rency has been stabilized, the 
banks restructured, macro-
economic stability achieved, 
trade reactivated, privatiza-
tion begun, and a legal frame-
work is being put in place. 
However, many observers in 
Belgrade expect the pace of 
reform to slow as Serbia 
heads toward parliamentary 
elections and the coalition 
that brought down Milosevic 
breaks apart. 
The EU has been handed 
the principal political and eco-
nomic assistance role in the 
southern Balkans. As part of 
that effort, its leaders had 
hoped to have its new military 
component, the Rapid Reac-
tion Force, ready to take over 
from the 700 NATO peace-
keepers now in FYROM. 
Alas, a dispute between the 
Turks and Greeks scuppered 
implementation at least until 
the New Year. Meanwhile, 
salvaging the government, it 
was too little, too late. 
The resignation of the gov-
ernment sets the stage for 
new elections, which, under 
WHAT THEY SAID ... 
the EU continues to pour in 
reconstruction aid, although 
the results are often not terri-
bly apparent to inhabitants 
impatient with the slow pace 
of reform and integration into 
European structures. Cynics 
doubt whether many of the 
highly touted transport corri-
dors in the region will ever be 
built. One that is booming, 
however, is Corridor 10, 
which extends from Budapest 
south to Belgrade, Skopje, 
and into Greece. The old Tito 
era highway that is the core 
of the project is crowded with 
the trucks that during the 
Milosevic era had to traverse 
horrendous roads to go 
around Serbia. The EU is 
ready to complete the final 
stretches of the corridor 
through Serbia (north from 
N  ovi Sad and south from 
Leskovacs), but as is normal 
in the Balkans, progress is ag-
onizingly slow. 
-Barry D.  Wood 
Dutch law, must take place 
within eighty-three days. In 
the interim, a caretaker cabi-
net is in place. 
-Susan]. Burdin 
'The EU has wannly welcomed President 
Bush's decision to deal with Iraq through 
the UN system. As a union, we believe 
this is by far the best and incomparably 
the most effective way to take things 
forward. It  offers the best hope of avoiding 
the potentially disastrous consequences of 
a spread of unilateral actions allegedly to 
'solve' regional disputes." 
''Tonight I can drink a glass of Guinness 
and sing 'I love you like Ireland'." 
-Chris Patten, European commissioner for 
external relations 
''We fully share President Megawati's 
resolve that the perpetrators must be 
speedily brought to justice, and we in the 
international community must continue to 
do all we can to combat the scourge of 
terror, in all its manifestations." 
-Romano Prodi, European Commission 
president, on the terrorist bombing in Indonesia 
-Leszek Miller, Poland's prime minister, 
referring to Ireland's resounding vote in favor of 
the Nice Treaty, which allows for adding new 
members to the EU 
''We have everything to do-from eating a 
pizza in Naples harbor to seeing the 
Pantheon where our ancestors are 
buried." 
-Emanuele Filiberto Savoia, grandson of 
Italy's last king,  Umberto II, celebrating the 
Italian parliament's vote to lift the fifty-six-year 
constitutional ban on his family's return BUSINESS BRIEFS  {CONTINUED) 
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By Bruce Barnard 
Europe's 
Airline 
Industry 
ourt 
expected to 
confirm EU 
authority to 
negotiate 
airline 
agreements 
...  ~.  he European Union is poised 
to  usher  in  the  biggest 
change in  international avia-
tion in  more than half a cen-
tury  that will  unblock  the 
long delayed consolidation of 
the airline business. 
The European Court of Justice is ex-
pected to  rule by year's end that eight 
EU  countries acted illegally  in  signing 
bilateral "open skies" accords with  the 
United  States  in  a  landmark  decision 
that will give the European Commission 
the authority to negotiate future treaties 
on behalf of the EU as a single bloc. 
This will  pave the way for the Euro-
pean  Commission,  the  EU's  executive 
branch, to  pursue its long-term goal of 
negotiating  a  Transatlantic  Common 
Aviation Area with the US that will strip 
away the protectionist barriers to  cross-
border mergers that have prevented air-
lines  from  participating  in  the  global 
consolidation that has reshaped almost 
every  other  sector,  from  pharmaceuti-
cals to autos. 
The Commission has long claimed bi-
lateral deals with the US have hampered 
the  deregulation  and  consolidation  of 
the  European  industry  by  limiting 
transatlantic  traffic  rights  to  carriers 
from individual countries rather than the 
entire European Union. It  alleges Wash-
ington  has pursued  a "divide  and con-
26  EUROPE 
quer" strategy to obtain favorable terms 
for American  airlines,  but EU  member 
states ignored its plea in  the mid-1990s 
not to talk with the US without agreeing 
on a common position. 
In  1998,  the Commission sued eight 
EU  countries-Austria,  Belgium,  Den-
mark,  Finland, France,  Germany,  Lux-
embourg,  and  Sweden-that signed 
open skies deals with the United States. 
In January, it won a major victory when 
an  advocate  general  at  the  European 
Court  of Justice  issued  a  preliminary 
opinion that the accords involved "a case 
of  discrimination  based on  nationality," 
which  was  illegal  under the EU  treaty. 
The full  court is  almost certain  to  en-
dorse his finding. 
The ruling will lead to the breakup of 
regulations  governing  global  aviation 
written in 1944 that link a carrier's traffic 
rights with third countries to its national-
ity. These regulations, coupled with for-
eign  ownership  curbs,  effectively  rule 
out cross-border takeovers or mergers. 
These rules have already scuppered 
consolidation among EU airlines. British 
Airways,  for  example,  abandoned  a 
planned merger with Kl.M in September 
2000 after failing to  agree on an owner-
ship  structure  that would  protect  the 
Dutch  carrier's  traffic  rights  from  the 
Netherlands.  Washington  had  threat-
ened to strip KLM  of its rights to fly  to the US if it was taken over by BA unless 
the  UK  government  signed  an  open 
skies  deal.  A  new  bilateral  accord  re-
mains as elusive as ever after eight years 
of haggling, and the negotiations, which 
focus  on  access  to  London  Heathrow, 
the world's busiest international airport, 
look likely  to  be taken over shortly by 
the Commission. 
Brussels  wants  to  create  a  single 
transatlantic  aviation  market that  will 
strip  away  foreign  ownership  limits-
currently capped at 25 percent in the US 
and 49 percent in the EU-and agree on 
a common antitrust policy. It also wants 
to  open  up  the  entire  EU  market  to 
American carriers in  return for  the  US 
abandoning  so-called  "cabotage"-re-
stricting  the  operation  of domestic 
American flights to US carriers. 
The US government has so far shown 
little enthusiasm for a completely open 
market preferring to  strike open  skies 
deals with individual countries. But atti-
tudes in  the industry are changing as it 
struggles to  survive the post-September 
11  slump in  air travel, which has hit US 
carriers  much  harder than  their Euro-
pean  counterparts.  "It's time  to  lift  the 
wraps  on  all  investment  restrictions," 
said Don  Carty,  chairman and CEO  of 
American Airlines. "As for cabotage, I'm 
not afraid of it,  and neither should any-
one else be." 
Leading  US,  European,  and  Asian 
carriers have skirted around the protec-
tionist barriers by establishing global al-
liances  like  Star,  oneWorld,  and 
SkyTeam, but most executives see them 
as  a  second-best  alternative  to  full-
fledged international mergers. 
The proposal for  a common  US-EU 
aviation  market  is  gathering  momen-
tum,  with  the leading carriers on  both 
sides of the Atlantic talking up the bene-
fits of liberalization and some major play-
ers facing financial uncertainty. 
But EU carriers cannot afford to wait 
for  political  breakthroughs to  ease the 
way  to  consolidation,  and  most are  in-
volved  almost continuously  in  negotia-
tions over possible alliances. The latest 
maneuvers involve Air France and KLM, 
which  pioneered  the first  transatlantic 
alliance with Northwest Airlines back in 
1992  but has yet to  tie  the knot with  a 
European partner after coming close to 
agreement with a string of carriers, in-
cluding  BA,  Alitalia,  SAS  Scandinavian 
Airlines  System,  and  Sabena,  the  now 
defunct Belgian airline. @ 
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Union is the world's 
I  a  rg est d  0 n  0 r of  By David Lennon 
humanitarian and 
development aid 
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T
he US fights,  the UN feeds, and 
the EU funds." That is how one 
French  commentator  describes 
the tripartite division  of respon-
sibilities  in  the  world.  A slight carica-
ture, perhaps but with a kernel of truth. 
It also  reflects the impression in  some 
quarters  that  the  European  economic 
giant is a political pygmy. 
The European Union  is  the world's 
largest donor of humanitarian and  de-
velopment aid.  It is currently active  in 
more  than  eighty-five  countries  as  it 
pursues its goal of reducing worldwide 
poverty to ensure that globalization ben-
efits not just the rich countries but also 
the poorest. 
Perhaps it  helps  to  understand  the 
motivation  for  such  big  spending  in 
light of Europe's history, especiaily dur-
ing the first half of the twentieth century 
when the continent was  devastated  by 
military  conflict.  Today European  gov-
ernments prefer to  spend their money 
on aid  and peacekeeping abroad rather 
than arms and armament. 
'We cannot have development with-
out peace, nor can we have peace with-
out development,"  declares  Chris  Pat-
ten,  the  EU's  external  relations 
commissioner. 'We have no  choice but 
to  make  the  promotion  of sustainable 
development as much a part of our fight 
for global security as the investment we 
make in our armed forces." 
Acknowledging the "political pygmy" 
charge, he admits candidly, 'There is a 
gap between the EU as the largest trad-
ing  bloc  in  the  world,  the  largest 
provider of development assistance, and 
the role that we are playing politically." 
Patten sees "coordinating our trade, 
external assistance and political instru-
ments so as to make a coherent whole" 
as essential for developing an integrated 
approach  to  EU  relations  with  third 
countries. 
The European Commission provides 
nearly 30  percent of global  humanitar-
ian  aid,  while  EU  member states  are 
separately responsible for  the manage-
ment of 25 percent of ail official humani-
tarian assistance distributed worldwide. 
The EU contribution in development 
assistance  is  the  third-largest  in  the 
world,  and when you  add  the bilateral 
budgets of the member states, the EU 
becomes the largest provider of devel-
opment  assistance,  accounting  for  66 
percent of all grant aid. 
In  the last two  years,  the European Union increased its Overseas Develop-
ment Assistance (ODA)  by 21.1 percent 
to $5.91 billion in 2001 after growing by 
13.4  percent in  real terms to  $4.91  bil-
lion in 2000. This is part of broader EU 
external  relations  spending,  which 
amounted to $11 billion in 2000, to sup-
port countries' efforts to gain accession 
to  the  EU,  help  maintain  stability  in 
neighboring regions, and provide devel-
opment assistance. 
Critics  argue,  however,  that a trou-
bling  trend  has  arisen  over  the  last 
decade  as  worldwide  the aid  given  to 
support poor  countries  dropped  by 
more  than  a  quarter in  real  terms as 
richer  countries  failed  to  fulfill  their 
promise  to  help  poorer  countries  de-
velop in a more sustainable manner. 
The EU  commissioner in  charge of 
development  and  humanitarian  aid, 
Paul Nielson, announced at the J  ohan-
nesburg Earth Summit in  August that 
the EU plans to bring its average ODA 
level up to 0.39 percent of gross national 
income. This increase from the current 
level of 0.32 percent will create an extra 
$21.5 billion available between now and 
2006,  and  an  extra $8.8  billion  a year 
from 2006 onward. 
Furthermore, the EU announced it is 
considering accelerating its program to 
scrap or at least lower some farm subsi-
dies.  The Common Agriculture  Policy 
(CAP)  is  loathed  in  the  developing 
world for stacking the odds in favor  of 
EU farms in world markets and keeping 
out goods  produced  more  cheaply  in 
the developing world. 
Trade protectionism and farm subsi-
dies in the richer countries have grown 
in  the past decade.  'Trade rules drive 
everything, and they are set up in such 
a way  that the ability  to  produce  and 
consume in  the south [hemisphere]  is 
undermined," says Tetteh Hormeku of 
Third World Network. 
As  the  developing  world's  biggest 
trade partner and aid  donor, the EU is 
placing  increasingly  greater  emphasis 
on  linking  trade  and  political  aspects 
with  development  cooperation.  How-
ever, it remains evident that there is a 
need to take account of the developing 
world's  interests  in  the  EU's  internal 
policies, such as the CAP and Common 
Fisheries Policy, among others. 
In the past, and to  some extent still 
today, the EU has been criticized for in-
consistency and confusion in its aid and 
assistance programs. "Our tools are not 
always  used  in  complete  coherence," 
Patten acknowledged recently. 
In  response, the Commission set up 
the EuroAid Cooperation office last Jan-
uary as part of its  efforts to  reform the 
management of external aid. Along with 
other  measures,  this  office  appears  to 
have had a real impact. The OECD  De-
velopment Assistance  Committee  re-
ported in June that the European Union 
has  substantially improved  its  develop-
ment policies  and  strategies  since  the 
last review in  1998.  The EU's regional, 
sectoral, and horizontal aid and develop-
ment strategies now more clearly display 
an overall sense of vision, though still re-
quire attention to implementation issues. 
Of particular note are improvements 
in the accountability and evaluation sys-
tems at all  levels,  the speedy and  effi-
cient delivery of humanitarian aid,  and 
the clarification of the links between re-
lief and  development. The 0 ECD  also 
reported  progress  in  the  decision-
Afghan workers 
load some thirty 
tons of food aid 
delivered from 
France onto a 
waiting truck at the 
Mazar-e-Sharif 
Airport in January. 
making  process  with  member  states 
and with "deconcentration" of authority 
to field offices. 
At the same time the committee re-
ported the need to  improve the coher-
ence of a broad range of Union policies, 
to  promote further its comparative ad-
vantage, to  increase its visibility in  the 
field, and to focus on measurable results 
in its regional and country programs. 
''We need to go beyond simply creat-
ing a pot of money," says Patten. "For 
this assistance to  be effective, we need 
to forge more links between aid,  trade, 
and  sustainable  development  as  we 
work to rebalance the scales in favor of 
the poorest."@ 
David  Lennon,  based  in  London,  is  a 
EUROPE contributing editor. 
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the tourist 
map, the city is 
the place for 
books, music, 
and coffee 
eipzig is finally  back 
on  the  tourist  map. 
Before  being  en-
veloped  by  commu-
nism  and  obscured 
behind  the  folds  of 
the Iron Curtain, the 
eastern  German  university  town  had 
been one of Europe's most vibrant cen-
ters of learning and art, yielding some 
of  Germany's  greatest minds.  It was 
here where Goethe wrote, where Bach 
and Wagner composed, where Leibniz 
developed the basis for modern mathe-
matics,  and  where  Nietzsche  studied 
philosophy.  It is  also  where  the first 
cracks in the Eastern Bloc emerged in 
1989, when Leipzig's citizens led the re-
volt  that  toppled  the  communist 
regime. 
Over  the  intervening  decade,  the 
city  shrugged  off  the  gray  tones  of 
communism  faster  than  many  of  its 
eastern sisters, refurbished many of its 
cultural jewels, and is again beckoning 
visitors  to  experience  the  things  it 
holds dear. 
Certainly,  books  are  among  the 
things  Leipzigers  love  most.  Perhaps 
that is  expected  of a  university  town with  more  than  20,000  students.  But 
the city can honestly claim to have been 
a  center  of  printing  and  bookselling 
since its first book fair in  1493. In fact, 
Leipzig claims several printing firsts, in-
cluding  the  world's  first  textbook 
(1507), the first daily newspaper (1650), 
the first accurate scale city map (17 49), 
and the first weather maps (1826). The 
German  Museum of  Books and Writ-
ings,  established  in  1884,  contains 
some 500,000 items. A permanent exhi-
bition, entitled Mercury  and Books,  de-
scribes  Leipzig's  500-year  publishing 
tradition. 
At  the Leipzig Workshops and Mu-
seum of Printing Art, visitors find them-
selves in more of a working print shop 
than  a  formal  museum.  Courses  and 
workshops  are  offered,  and  students 
and staff members work side by side as 
visitors watch them operate a variety of 
different machines, many of which are 
the last specimens of their kind.  Lead 
type is produced, a range of typesetters 
click  and  hum,  and  several  different 
printing presses,  perforators,  and  em-
bossing,  gilding,  and  glazing  ma-
chines-all continue to produce printed 
materials. 
In addition to  its proud printing tra-
dition,  Leipzig,  as  the  birthplace  of 
Wagner and home to Bach, Schumann, 
Mendelssohn, and  Liszt,  also  claims a 
place  among  Europe's music capitals. 
The world-famous  St.  Thomas  Boys' 
Choir was  founded  here  in  1212.  Jo-
hann Sebastian Bach was its choirmas-
ter from 1723 until his death in 1750. 
Music lovers can enjoy free  perfor-
mances of Bach motets and cantatas on 
Fridays  and  Saturdays in  St.  Thomas 
Church,  where  Bach  is  buried  below 
the high altar. The annual Bach Festi-
val  will  be  held  May  23-June  1 just 
across  the  way  at the  Bach Archives 
and  Museum, which  is  located  in  the 
restored  residence  the  composer 
shared with his second wife, his seven-
teen children, a sister-in-law, a nephew, 
and a cousin. 
Other musical highlights include the 
N  eues  Gewandhaus,  which  was  built 
during the communist era. Since 1981, 
the  controversial  glass  and  concrete 
structure  has  been  the  home  of  the 
Gewandhaus  Orchestra,  Europe's old-
est civic orchestra, founded by the citi-
zens of Leipzig in 17 43. 
Composer Felix Mendelssohn, who 
lived  in  Leipzig  from  1835  until  his 
death  in  184 7  and  was  greatly  influ-
enced by Bach,  served as  the orches-
tra's  "spiritual  rector"  and  conductor. 
The annual Mendelssohn Festival takes 
place  November 1-4 and  is  the high-
light of the Gewandhaus season. 
Its  classical  roots  notwithstanding, 
the  city  has  embraced  other musical 
genres as well. Twice a year it hosts the 
Honky  Tonk  Pub  Festival,  a  musical 
and  culinary  journey.  The  second  of 
this year's festivals kicks off November 
8,  and more than 130  bands will  play 
jazz, blues, and folk in dozens of pubs, 
clubs, cafes, bars, and city arcades. 
Beyond books and music, Leipzigers 
are  passionate  about coffee.  After  all, 
what beverage goes better with reading 
or listening to  music or offers a more 
soothing counterpoint to  the morning 
chill?  The  locals  favor  a  Schiilchen 
Heessen,  a  bowl  of  hot coffee  served 
hot, strong, and sweet. 
The first load of coffee beans arrived 
here  in  1693,  and  a  year later Adam 
Heinrich  Schtitze  opened  the  Kaffee-
Baum or Coffee Tree, Europe's second-
oldest coffee  shop after the Cafe  Pro-
cope  in  Paris.  Throughout the 
intervening  centuries,  the  establish-
ment has been a favorite of many of the 
city's  intellectual  elite,  including  Ger-
many's most famous writer Goethe, the 
poet E.T.A. Hoffmann, the painter Max 
Klinger, and the composers Liszt, Schu-
mann, and Wagner. Some believe Bach 
composed his  Coffee  Cantata  there in 
1734. 
The top  floors  house a  permanent 
exhibit tracing the history of coffee and 
the development of its role in European 
culture,  particularly in  Saxony.  Of the 
500  items  on  display,  the  oldest is  a 
document  setting  forth  the  first  Ger-
man  Coffee  House  Rules  enacted  by 
Leipzig's city council on May 18, 1697. 
Another Leipzig literary haunt not to 
be  missed  is  the  restaurant Auer-
bachskeller,  which  was  founded  in 
1525. Goethe immortalized it in a scene 
... 
~  ....  ,.  .  ~ 
.. 
·"  "  ,.  , 
...  . ..  .. in  Faust  where  Mephistopheles  and 
Faust  carouse  with  students  in  the 
restaurant. 
Today, the ground floor houses the 
Mephisto Bar, which  has a reputation 
as one of the city's best nightspots, of-
fering live music and its famous house 
cocktail,  the  Mephisto  Feuer  (Satan's 
Fire),  a  mixture  of  schnapps,  orange 
juice,  and sekt. Special seatings are of-
fered downstairs in the oldest and most 
historic part of the restaurant, the cask 
cellar,  and  include  legends  about the 
cellar, accounts of Goethe's visits here, 
readings from Faust, a powerful Verjiin-
gungstrunk  (a  "rejuvenation"  drink, 
slugged down in  one gulp), and a din-
ner of Saxon dishes. 
For those who judge a city by the va-
riety of its museums and art galleries, 
Leipzig will  not disappoint. Some high-
lights  include  the  Grassi  complex, 
which is home to three museums. One 
wing is  devoted  to  European arts and 
crafts  from  the  Middle  Ages  to  the 
early twentieth  century,  another wing 
traces  the  development  of  ethnic 
groups  throughout  Europe,  and  the 
third comprises a collection of almost 
5,000  musical  instruments  spanning 
more than five  centuries and includes 
the world's oldest intact piano. 
Elsewhere, the Egyptian Museum at 
the University  of Leipzig  boasts an  im-
pressive 9,000-piece collection of antiqui-
ties,  and  the  city's  Fine  Arts  Museum 
32  EUROPE 
features works by Durer,  Rubens, Rem-
brandt, Rodin, and van Eyck as well as a 
rich collection of sixteenth-century paint-
ings and engravings by Lucas Cranach. 
Perhaps  the  most  remarkable  of 
Leipzig's museums is the one devoted to 
the Stasi, the former East Germany's se-
cret police.  Located in  the former Stasi 
headquarters  building  (which 
Leipzigers stormed on December 4 and 
5, 1989), the museum's wide-ranging ex-
hibits  depict  the  startling  lengths  the 
state-run  organization  went to  dissemi-
nate  propaganda  and  monitor  the  citi-
zenry, opening mail, listening in on tele-
phone  calls  (sometimes  as  many  as 
2,000 at once), and detaining suspected 
dissidents.  On  view  are  disguises, 
surveillance  photographs,  and  mounds 
of shredded documents the Stasi aban-
doned just before the fall of the German 
Democratic  Republic.  Visitors  are  in-
vited to take a wad home as a souvenir. 
Harking back to a more distant era is 
the  Volkerschlachtdenkmal  or  Peace 
Memorial to the Battle of the Nations on 
the  city's  outskirts.  It commemorates 
the  1813  victory  of  the  Prussian,  Aus-
trian, and Russian forces over Napoleon. 
A  stone  marks  the  spot  where  the 
French  leader  stood  during  the  epic 
three-day battle. Erected on the battle's 
one-hundredth  anniversary,  it  remains 
Europe's largest monument and  offers 
an unparalleled view of the city. 
Leipzig's  newest  attractions,  how-
ever,  are  much  less  somber.  The 
Leipzig  Zoo  opened  Pongoland,  the 
world's largest ape enclosure, last year, 
and it will open a special tiger reserve as 
part of its 125th anniversary next year. 
Also  opening in 2003, just south of the 
city,  is  Belantis,  the  first  amusement 
park  to  be  built  in  eastern  Germany 
since  reunification, which  will  include 
rides with EU member country themes. 
With all of these attractions, old and 
new, and all of Leipzig's history and tra-
dition,  one  imagines  that  if  Goethe 
were to visit the city today, he would be 
inspired  to  repeat  his  famous  pro-
nouncement:  "Leipzig  is  the  place for 
me!"@ 
Lucy  Gordan,  based  in  Rome,  profiled 
antiquarian Roman dining in the  Octo-
ber issue. 
Leipzig's trolley system offers convenient transport around the city. By Barry D. Wood 
I 
t's a great idea  ...  maybe. But will it 
ever happen? And if  you build it, 
will they come? We're talking about 
Dracula, vampires, and Romania. 
The Romanian government, eager 
to open their distant eastern land to 
tourists, hit on the idea of a Dracula 
theme park two years ago. The plan 
was to capitalize on the Count Dracula 
phenomenon by building a resort and 
conference center in that part of Roma-
nia that has a genuine connection to 
the historical Dracula. 
That character, of course, was a fic-
tional creation of Irish author Bram 
Stoker, who never set  foot in Transylva-
nia or adjacent Romanian territories. 
Nonetheless, Stoker's 1897 novel created 
the legend that led to the hugely popular 
Hollywood movie adaptation in the 1930s 
and later to the Count Dracula of chil-
dren's television fame. Today there are 
thousands of Dracula clubs around the 
world. And what semi-affluent parent 
could refuse his child's request to visit 
the land of the "real" Dracula? 
Stoker got the idea for his Count 
Dracula from Prince Vlad the Impaler. 
Vlad lived in the fifteenth century in a 
Romanian area well north of Transylva-
nia (which was ruled by Hungary until 
the First World War). Vlad was a 
rather brutal freedom fighter against 
the Turks, known for impaling the 
heads of his victims on wooden stakes, 
which he then left for all to view. 
Stoker gentrified Vlad (known as 
Dracul in Romania), making him an ec-
centric nobleman-albeit a vampire-
who inhabited a castle in the Transylva-
nian mountains. That is the Dracula we 
know. 
In March 2001, Romanian Tourism 
Minister Matei Dan said the govern-
ment would build a Dracula theme 
park that would open in the summer of 
2002. But he ran into problems over 
funding and location. The town of 
Bran, in the mountains north of the 
capital Bucharest, wanted its own Bran 
Castle, a home to Romania's former 
royal family, to be the centerpiece. In-
deed Bran Castle for years has drawn 
several thousand Dracula tourists. But 
instead, the tourism ministry chose 
the smaller medieval town of 
Sighisoara farther north. This pro-
voked howls of protests from groups 
such as Greenpeace, Unesco, and even 
the United Kingdom's Prince Charles, 
who claimed development would 
threaten Sighisoara's fragile environ-
ment and its ancient citadel, which has 
been designated as a heritage site. 
Stunned, the tourism ministry pulled 
back and commissioned a site assess-
ment survey by outside consultants. 
Their report, due this fall, has not yet 
been made public. 
Undeterred, the government says 
the Dracula theme park will be built. 
Estimates had put the cost as high as 
$60 million. But assuming it is built, 
will it be viable? As one 
who has journeyed-
daughter in tow-by 
slow train east from 
Budapest to visit Bran 
Castle, we are talking 
about a beautiful but 
very remote region. 
Not everyone is going 
to come by plane. For 
tourists to come in 
numbers to central Ro-
mania, decent roads 
will need to be built, 
along with gas stations, 
restaurants, and mo-
tels. For a region cut 
off from development 
for nearly a century, in-
vesting in a Dracula 
theme park seems like 
a huge risk. @ HELSINKI 
NORDIC WALKING ANYONE? 
B 
e prepared for a new exercise fad 
from the Nordic part of the world. 
Although it has still to reach the United 
States, Nordic walking-developed in 
Finland three years ago-is gathering en-
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thusiasts in Sweden, Norway, and Den-
mark. The hobby has spread to Germany, 
Austria, France, and even Australia has a 
growing number of fans who enjoy it on 
surf-pounded beaches. 
Nordic walking? It sounds simple, re-
ally, and indeed, it is simple. This Finnish 
invention consists of two poles similar to 
ski poles except they are adjustable and 
are missing the disc at the bottom that 
ski poles have to limit penetration of the 
snow. 
For maximum effect, the poles are ad-
justed to chest height from where they 
are moved, alternately in rhythm with the 
Nordic walker's steps. 
Unsurprisingly, Finland's largest ski 
pole manufacturer, Exel, is the prime mover in this 
all weather 
recreation and 
the makers of 
heart rate mon-
itors also have 
gotten 
involved. 
Its propo-
nents say 
Nordic walking 
provides more 
energy output 
for the same 
perceived level 
of exertion. 
Walking is 
fine-doctors 
are always en-
couraging it-
but Nordic 
walking keeps 
those arms 
moving to 
some purpose 
as well. 
During nor-
mal walking, 
the heart beats 
an average of 
130 times a 
minute while 
Nordic walking 
During normal 
walking, the 
heart beats an 
average of 130 
times a minute 
while Nordic 
walking boosts 
that to 147 
times a 
minute-a 
13 percent 
increase. Some 
experts estimate 
exercising with 
the Nordic 
sticks can 
provide a 
20 percent 
increase in 
calorie 
consumption. 
boosts that to 147 times a minute-a 13 
percent increase. Some experts estimate 
exercising with the Nordic sticks can 
provide a 20 percent increase in calorie 
consumption. 
Nordic walking also provides several 
other benefits. It offers a less daunting 
form of exercise for the overweight who 
can perambulate at their usual speed but 
to greater advantage. The poles are also 
perfect for the elderly or infirm because 
those users cannot fall down when 
Nordic walking and their stiff or weak 
joints are comfortably supported. 
At first, there was some resistance to 
this exercise despite the widespread en-
dorsement of the medical profession be-
cause, well, some people felt silly using 
the poles. 
A friend bought some a few years ago, 
yet even now will only use them during 
the winter-in other words under dark-
ness because he is embarrassed to do 
otherwise. 
As usual, marketers are making a dif-
ference. They urge enthusiasts to buy 
winter walking poles (those with metal, 
ice-snagging points on them) plus a pair 
for the summer which feature a rubber 
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"paw" the better to engage forest terrain 
or tarmac. They even sell special Nordic 
walking gloves (with reflector strips on 
them for safety in dark evenings) that 
help the user to hang on to the sticks 
with greater style and aplomb. 
While the Finns are for the most part 
fitness fanatics, they are always looking 
for new ways to lose weight, and Helsinki 
dwellers are becoming especially keen on 
"the Nordic" because it suits the urban 
environment just as much as woodland. 
However, a high-speed refinement of 
Nordic walking has already been devel-
oped which involves roller blades plus 
specially designed, angled, Nordic poles. 
This combination allows the user to gen-
erate great, some say dangerous, velocity. 
Local media have wryly noted the 
most enthusiastic practitioner of this new 
way of rushing about is none other than 
Sauli Niinisto, forty-seven, Finland's min-
ister of finance. 
-David Haworth 
BRUSSELS 
A  NEW LINGUISTIC DEBATE 
B 
elgium is famous-perhaps notori-
ous-for the linguistic quarrels be-
tween its Flemish-speaking majority and 
the minority of French speakers. These 
quarrels were greatly eased by changes 
in the country's constitution in the 1980s 
and 1990s, which converted a highly cen-
tralized state into a federation. The 
changes effectively meant that each lan-
guage group would govern itself, while 
major powers were transferred from the 
national government to three regional au-
thorities, covering Dutch-speaking Flan-
ders, French-speaking Wallonia, and 
bilingual Brussels. 
Few non-Belgians seem aware, how-
ever, that there is a third language group 
in Belgium. In the eastern part of the 
country lives a German-speaking popula-
tion, 71,000 strong, clustered round the 
towns of Eupen, Malmedy, and St. Vith. 
This area was linked historically to the in-
dependent Prince Bishopric of Liege but 
was ceded to Prussia after the Napoleon-
ic Wars. It was transferred to Belgian ju-
risdiction in 1918 as reparation for the 
damage done by the German invasion in 
1914. During the Second World War, the 
area, which largely consists of attractive 
agricultural and wooded areas on the 
edge of the Ardennes, was heavily fought 
over by German and American troops 
during the Battle of the Bulge. 
Its people have never expressed any de-
sire for reunification with Germany, and 
they have settled down comfortably as Bel-
gian citizens, enjoying full autonomy in ed-
ucation and cultural and linguistic affairs. 
These issues are governed by an elected 
council, which has full control of the 
schools in the nine communes concerned, 
for which it receives generous financial 
support from the national government. 
Over the years, this degree of auton-
omy has appeared to satisfy the demands 
of Belgium's German-speaking citizens, 
but now their chief minister, Karl-Heinz 
Lambertz, has proposed that they should 
have their own distinct regional govern-
ment, on a par with Flanders, Wallonia, 
and Brussels. Until now, it has been part 
of the Walloon region. As the three exist-
ing regions number their populations in 
millions, there is widespread skepticism 
as to whether the small Germanic popula-
tion would have the capacity to manage 
effectively the large powers and compe-
tences handed over to the regions under 
the latest constitutional reforms. 
Wallonia's chief minister, Jean-Claude 
Van Cauwenberge, has indicated his will-
ingness to discuss a partial transfer of pow-
ers but has ridiculed the idea of full re-
gional status. Lambertz, however, is 
determined to push ahead with his project 
and is proposing to hold a referendum 
among the German speakers. It is doubtful 
whether this would be legal under Belgian 
law, which confines the holding of "popular 
consultations" to the communal authorities. 
Lambertz, however, has persuaded 
eight out of the nine communal authori-
ties to agree to hold such consultations, 
though it is far from clear that they would 
produce a clear mandate for regional sta-
tus. Many Belgians, relieved that dis-
putes between French and Dutch-
speakers have sharply declined in recent 
years, are desperately hoping that those 
old arguments will not now be replaced 
by a serious rift with the country's hither-
to compliant Germanic population. 
-Dick Leonard 
LONDON 
U G ANDA N-ASIAN IMMIGRANTS 
A  BRITISH SUCCESS STORY 
I 
was shivering when I arrived at Lon-
don's Stanstead Airport direct from 
Uganda. I thought it might be an African 
fever, and then I realized it was the cold. I 
had never been cold before," recalls Jaf-
November2002  35 fer Kapasi. He was one of the 27,000 
Asians thrown out of Uganda in 1972 by 
dictator Idi Arnin, who gave them ninety 
days to pack up and leave. 
Today Kapasi and a remarkable num-
ber of those penniless refugees who ar-
rived thirty years ago with nothing but 
the clothes on their backs have risen to 
the top in all walks of life in the United 
Kingdom. 
They got a frosty reception when they 
stepped off the planes in Britain, and it 
was not just the weather. The racist N  a-
tiona! Front was riding high in the opin-
ion polls, and it fed people's fears of the 
newcomers with their different skin 
color, religion, and lifestyle. 
It  was not an easy time for the new-
comers still stunned by their sudden ex-
pulsion from the country they had lived in 
for generations. But their hard-working 
industriousness, which made them suc-
ceed in Uganda, asserted itself here, too. 
The descendants of the Asians brought 
to Africa to build railways in the days of 
the British Empire are now Britain's most 
successful immigrant community. Ugan-
dan Asians are prominent in politics, 
media, sports, and even the police. 
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It is in business, however, where they 
have been outstanding. From dominating 
the local corner stores, thanks to their 
willingness to stay open all hours, to pow-
erful industrialists with world empires, 
the Ugandan Asians have transformed 
the areas where they resettled. 
One example is Leicester. This was a 
deprived Midlands town when it was told 
the newcomers would be housed there. 
The local council was frightened about 
the impact of this influx and even took 
out ads in Ugandan newspapers warning 
them not to come because there were "no 
houses, no jobs, and full schools." Today 
it is estimated that the immigrants have 
created 30,000 jobs there. 
The immigration debate rages, with 
asylum seekers the object of much criti-
cism and even hatred. But the reality as 
shown by the success of the Ugandan 
Asians is that immigrants present oppor-
tunity, that they can contribute much 
more than they may cost the country 
when they first arrive. 
It  is perhaps because of this experi-
ence that the government recently wel-
comed the news that some 15 million 
people, predominantly legal migrants, are 
The 
descendants 
of the Asians 
brought to 
Africa to build 
railways in 
the days of the 
British Empire 
are now 
Britain's most 
successful 
immigrant 
community. 
Ugandan 
Asians are 
prominent in 
politics, media, 
sports, and 
even the police. 
It is in 
business, 
however, where 
they have been 
outstanding. 
expected to 
come here over 
the next forty 
years. As 10 mil-
lion people are 
expected to 
move abroad in 
the same pe-
riod, the new-
comers will play 
a vital role in fill-
ing skills short-
ages, helping 
the economy 
to grow and 
to balance 
the aging 
population. 
Despite the 
fears whipped 
up by the right 
wing and racist 
groups, the real-
ity is that these 
immigrants 
have enriched 
the country in 
all aspects, and 
the majority of 
Britons today 
accept the fact 
that they now 
live in a multi-
cultural society. 
The Ugandan 
Asians have made a major contribution to 
this new reality. 
]  after Kapasi is today a successful fi-
nancial consultant and a leading member 
of the Leicester Asian community. In 
1997 he was awarded the Order of the 
British Empire by Queen Elizabeth. He 
points proudly to two of his brothers who 
own a hardware business, another who is 
an accountant, and his two sisters who 
hold top positions in education and local 
government. 'We have been very happy 
here," he says, adding modestly, 'We 
have done well." 
-David Lennon 
MADRID 
HIGHWAY WOES 
T
hroughout the year, Spaniards enjoy 
long breaks when a national or local 
holiday is fused onto a weekend to make 
a three- or even four-day fiesta called a 
puente or bridge. Many people leave the 
cities for a visit to the beach or the moun-
tains or to their hometowns to attend local festivals or just to spend time with 
family members. 
Add to these events the long summer 
vacation, the Easter Holy Week, and 
Christmas and the result is regular mas-
sive traffic jams at the beginning and end 
of each frequent holiday period on the na-
tion's badly congested highway system. 
For now, it appears the situation is only 
going to get worse. 
Spanish traffic officials blame it partly 
on an alarming increase in the number of 
private cars. In the first four months of 
this year, automobile traffic rose by 8.2 
percent compared to the same period in 
2001, with the overall number of motor 
vehicles up 6 percent. At the same time, 
long promised improvements in the 
country's highways are not keeping pace. 
Even on a regular weekend, the main, 
mostly four-lane, highways leading out of 
Madrid are packed bumper-to-bumper on 
Friday evenings, and the situation is re-
versed on Sunday as everyone returns to 
the city. Around the country, dozens of 
people die in traffic accidents each week-
end with many of the mishaps blamed on 
poor road design or maintenance. 
To remedy these woes, officials plan 
to increase Spain's 4,800 miles of high-
ways of four lanes or more to 7,800 miles 
over the next five years, but of course, 
funding such a massive endeavor is the 
big problem. 
Of the almost $38 billion needed for 
new highways or upgrades, the Develop-
ment Ministry hopes around 30 percent 
will come from Brussels. However, the 
European Union has yet to promise the 
needed money, pointing out that new 
Eastern European members likely to join 
the Union are in more desperate need of 
EU transport infrastructure funding and 
will be at the head of the line. 
Also uncertain is the private sector's 
role. Ministry sources say they would like 
to see private operators stump up another 
21 percent of the costs in exchange for 
concessions on tolls, service areas, and ho-
tels. However, the companies are demand-
ing better terms and fiscal incentives be-
fore they will bid for tenders and sign on. 
Another potential obstacle concerns 
the economy. When the government put 
forth its highway plan, the Spanish econ-
omy was expected to grow around 3.2 
percent this year. That target figure is 
now a full percentage point below expec-
tations with the result that the govern-
ment just might not be able to afford all 
of its grand designs. 
-Benjamin jones 
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BERLIN 
UP A  RAGING  RIVER 
WITHOUT A  PADDLE 
L  s 
W
hen disaster strikes Germany, it is 
usually of the man-made variety. 
Wars, hot and cold, have been making a 
mess of the place for centuries. At least 
Mother Nature has been merciful for 
most of modern history. Or rather, she 
was until September, when the waters of 
the Elbe and Mulde rivers began their re-
lentless rise. 
Before the waters receded, they would 
kill at least twenty people, drive tens of 
thousands from their homes, wreck 
major transport routes, and destroy tens 
of billions of dollars worth of property. 
Like most floods, these were painful, 
ugly, and expensive. And they could not 
have come at a worse time. 
The flooding was not limited to just 
one region. While most of the damage in 
Germany was done in the country's East 
and North, the southern state of Bavaria 
was also hit. Even greater devastation 
was recorded in Eastern Europe, particu-
larly on Russia's Black Sea coast. A tor-
nado struck a resort there at the height 
of the tourist season. Dozens were killed. 
The storms east of Germany con-
tributed directly to the horror that would 
roll across the Czech border and down 
the Elbe River toward the North Sea. The 
heavy rainfall in the Erzgebirge Moun-
tains (which form a natural boundary be-
tween Germany and the Czech Republic) 
could no longer be absorbed by the satu-
rated soil. The runoff flowed into the Vi-
tava River, which proceeded to plow a de-
structive path though the city of Prague. 
The water then entered the Elbe and 
gathered enough momentum to blast 
through Dresden's central train station. 
The sight of a raging torrent tearing 
through the center of a major transporta-
tion hub captured the country's attention. 
If  Germans ever needed a reminder of 
what links them fundamentally to their 
eastern neighbors, the floods provided it 
in frightening detail. 
Remarkably, Dresden's train station-
though badly damaged-was completely 
dry within three days. The sky was blue, 
temperatures hovered in the nineties, 
and the state of emergency in southern 
Germany was called off. However, the 
calm was deceptive. The flash floods had 
passed, but the Elbe was still rising. Ger-
many began acquainting itself with the 
brutal logic of river flood dynamics: high 
waters upstream tend to move down-
stream. Tracking the water's progress 
along the Elbe's 186-mile length became 
a national obsession. 
The city of Dresden, promoted as the 
"Florence on the Elbe," was forced to 
evacuate a large section of its population. 
Power stations were knocked out, the 
city's main waterworks was put out of 
commission, and thousands of art trea-
sures-including a priceless collection of 
Old Masters-had to be rushed to safety. 
Only one of the city's eight bridges re-
November2002  37 mained passable. The river peaked at a 
level nearly five times above normal. 
Water was lapping at the front doors of 
Dresden's famous Semper opera house. 
More than 20,000 German soldiers 
were mobilized for the relief effort. Up 
and down the Elbe, they joined hundreds 
of thousands of volunteers toiling furi-
ously to save their cities. Millions of 
sandbags were filled and hoisted by hand 
into position behind the dykes. It  became 
the biggest civil defense deployment in 
Germany's postwar history. 
Finally, to place the high-water mark 
in historical context, consider this: Au-
gust's peak on the Elbe exceeded the 
record set in Dresden 150 years ago. His-
torians downstream in Magdeburg sug-
gested that their city had not seen the 
river rise this high since the thirteenth 
century. This was no ordinary flood. 
- Terry Martin 
PARIS 
FANTASY AND THE 
TEDDY BUDDHAS 
A
s 2002 draws to a close, a loud cho-
rus of "Thank heaven!" can be heard 
from around the world. It  has been a 
stormy year on our planet, economically, 
politically, and meteorologically speak-
ing. When times get tough, the tough 
guys may get going, but most of us just 
long to get away to a cuddlier, safer, non-
threatening world. 
In France, the style gurus who predict 
upcoming trends in fashion and 
lifestyles see this winter shap-
ing up as the Great Escape. 
Back into the womb, back into 
the playful world of childhood, 
back into the past, back to na-
ture, or off to fantasy worlds 
and exotic places. The flight 
from harsh reality is taking 
several different 
routes. 
The mascot of 
the season 
promises to be 
the "Boud-
dhours"-the 
Teddy Bud-
dha- with the 
head of a 
Teddy Bear, 
wearing a 
blissful smile, 
stuck onto a Bud-
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dha body. A bizarre cross between quirky 
toy and spiritual totem, Bouddhours 
could easily land a starring role as the 
new Jedi teacher in a future Star Wars 
episode ifYoda ever agrees to retire. 
The Parisian agency that dreamed 
him up has also designed a swing chair 
that can be hung up in any house with 
enough room for rocking away your inse-
curities. For some more relaxed indoor 
fun, another designer has created a cur-
vaceous, candy-colored sofa on wheels, 
and Tom Ford has signed a black vinyl 
folding massage table for Gucci that is 
sleek enough to sit in the living room as a 
spare table when no one is being oiled 
and kneaded on it. The reassuring con-
cept of going for a ride (on your swing, 
on your sofa  ...  ) without ever having to 
leave the comfort and safety of home is 
being carried over into the backyard, 
where this winter's trendy feature is a 
painted gypsy caravan. 
Outside the house, the French are 
also looking for feel-good, non-threaten-
ing activities. Both men and women are 
flocking to spas, where they can pamper 
and relax body and mind with warm 
baths, reflexology, shiatsu, and Indian 
massage-the more exotic and ancient 
the treatment technique, the better. 
Body hair, we are told, is out. Except 
for your head, you should be as smooth 
as a baby's bottom, and that includes the 
male of the species. More and more 
beauty salons for men are opening, 
where beauticians are ushering hirsute 
specimens into their cubicles and, a few 
hours of torture by wax later, sending 
them forth devoid of all bodily hair. 
Paradoxically, fake or real 
fur is one of the hot fashion 
items for the cold season. Fur-
lined boots, fur dresses, coats, 
and hats are making a come-
back. If  that does not tickle 
your fancy, then feather ac-
cessories for necklines, 
eyelashes, and hair 
e another soft 
touches from 
East and 
West, such 
as Indian 
embroidery, 
knitted caps, cowboy boots, and turquoise-
studded leather belts are travel souvenirs 
you can acquire without having to take a 
trip. 
Those who do travel, go to out-of-the-
way places, where you can leave the wor-
ries of the twenty-first century behind. 
Horseback safaris through Mongolia, 
with a yurt, a native tent, pitched in the 
Gobi desert, are all the rage, so are other 
destinations that have lots of wide-open 
spaces and few modem conveniences. 
Far more comfortable and accessible 
are the "dorming" spaces being installed 
in several nightclubs and restaurants in 
Paris. Giant cushions piled in a softly lit 
comer, or mattresses in curtained al-
coves (patrolled regularly to make sure 
they are not mistaken for private bed-
rooms) make it possible to relax between 
frenetic bouts of dancing, talk to your 
friends, and make new ones. 
Whether swinging gently at home, re-
clining on a nightclub mattress, sprawled 
on a massage table, or snoozing in a 
Mongolian tent, it looks like the French 
may well spend the winter curled up 
under a (preferably fur-lined) blanket, 
hugging their Teddy Buddhas, waiting 
for the storm clouds to roll by. 
-Ester  Laushway 
DUBLIN 
AMERICAN  COLLECTOR'S 
AWARD-WINNING LIBRARY 
I
t is probably one of the most exciting 
and comprehensive collections of its 
kind in the world, located in the heart of 
Dublin and named earlier this year as Eu-
ropean Museum of the Year-the first 
Irish museum to achieve this distinction. 
The Chester Beatty Library, which 
was bequeathed to the Irish people by 
the American mining magnate and collec-
tor, Sir Alfred Chester Beatty, contains 
some of the finest treasures of the great 
cultures and religions of the world. More-
over, it may never have come to Ireland 
but for Beatty's dislike of postwar British 
socialism. 
Michael Ryan, director of the library, 
says the collections "open a window on 
the artistic treasures of the great cultures 
and religions of the world." He says the li-
brary's rich collection of manuscripts, 
prints, icons, miniature paintings, early 
printed books, and objets d'art from coun-
tries across Asia, the Middle East, North 
Africa, and Europe offer visitors a visual feast-all the result of the collecting ac-
tivities of one man. 
Beatty was born in New York in 1875 
of Irish, Scottish, English, and New Eng-
land descendants and is best remem-
bered today as a distinguished book col-
lector. He was educated at Princeton and 
Columbia, where he graduated in mining 
engineering in 1898. He started his ca-
reer as a laborer in mines in the south-
western United States and, by the age of 
thirty, had achieved much success and 
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was already a millionaire-his later en-
trepreneurial skills saw him involved in 
the opening of mining enterprises not 
only in the United States but also in 
Africa and Europe. 
That wealth allowed him to indulge 
his collector's instincts-firstly of miner-
als and stamps, later of Chinese snuff 
bottles carved from gemstones. He also 
began to buy books and manuscripts, 
and by 1911 when he left America for 
Britain-a widower with two young chil-
dren-he had become a very discerning 
collector. 
In London, he bought Baroda House 
in Kensington Palace Gardens, filling his 
library with important printed books, Eu-
ropean and Persian manuscripts, and Old 
Master prints. 
He remarried in 1912, honeymooned 
in Egypt with his new wife, Elizabeth 
Dunn, eventually bought a winter home 
in Cairo, and intensified his interest in Is-
lamic culture. A trip to Asia five years 
later stimulated his interest in delicate 
Chinese silk paintings and Japanese 
woodblock prints. 
Over the years, Beatty built a brilliant 
collection of illuminated copies of the 
Koran, plus Mug  hal (Indian), Turkish 
and Persian manuscripts and Christian 
Coptic, Syrian, and Greek manuscripts. 
His vast collection includes not just ex-
ceptional Islamic, East Asian, and biblical 
manuscripts but also outstanding West-
ern printed books, Old Master prints, and 
Southeast Asian, Tibetan, Ethiopian, and 
Armenian holdings. 
Beatty became a naturalized British 
subject in 1933. His close friendship 
with US president Herbert Hoover and 
British prime minister Sir Winston 
Churchill was solidified through his ad-
November2002  39 visory and other work in Britain during 
the Second World War. However, post-
war austerity, rising taxes, and his in-
tense dislike of socialism added to a 
growing disillusionment with life in 
Britain. 
During a visit to Ireland in 1949, he 
was encouraged to set up his library in 
Dublin. Three years later, he had built 
new premises in the leafy suburb of Balls-
bridge and opened it to researchers. The 
following year Britain's Queen Elizabeth 
knighted him in recognition of his 
wartime services. 
He died in 1968, leaving his library as 
a public charitable trust supported by the 
Irish State and became the first private 
citizen of the republic to be accorded a 
state funeral. 
Tom Hardiman, chairman of the li-
brary's trustees, says the limited facilities 
in Ballsbridge prevented the effective dis-
play and conservation of the Beatty col-
lections. So a new location was identi-
fied-within the historic center city walls 
of Dublin Castle (itself dating back to the 
early thirteenth century). 
The relocated library was formally 
opened on February 7, 2000-the 125th 
anniversary of Beatty's birth. With its 
purpose-built galleries, sophisticated dis-
play and conservation technologies, and a 
well-equipped reference library, it is ideal 
for scholars and the public-recognized 
in the European award presented by Bel-
gium's Queen Fabiola in May. 
Its new home notwithstanding, works 
from Beatty's collection are much in de-
mand for a variety of exhibitions world-
wide. This fall nine of the library's finest 
examples of fourteenth-century Persian 
painting and calligraphy are being exhib-
ited as part of The Legacy of  Genghis Khan 
at the Metropolitan Museum of Art in 
New York (October 28, 2002 through 
February 16, 2003). Also opening in New 
York this fall  (November 1, 2002 through 
January 26, 2003)  at the Brooklyn Mu-
seum of Art is The Adventures of  Hamza, 
an exhibition of the Hamza-nama, a six-
teenth century Mughal manuscript re-
counting tales from the life of the 
Prophet Muhammad's uncle, Hamza. 
Also next year 0  une 18 through Septem-
ber 7, 2003) the library will lend eight 
Mughal miniatures titled Goa and the 
Great Mughal to the Gulbenkian Mu-
seum in Lisbon. 
What is the value of the Chester Beatty 
collections? None of its trustees would haz-
ard a guess. The best estimate: priceless. 
-Mike Burns 
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COPENHAGEN 
DANISH GIRL POWER 
A 
life spent slaving over a hot stove 
holds less and less appeal for young 
Danish women. Today, members of the 
so-called weaker sex are entering higher 
institutes of education in record numbers 
and are rapidly marginalizing their fellow 
male students as they go along. 
This year, the vast majority of the 
60,000 hopeful Danish youths who ap-
plied for admission into the country's uni-
versities were women. And surprisingly, 
the number of female candidates was par-
ticularly high in traditionally male-domi-
nated fields such as law and medicine. 
According to the office of the national ap-
plication system for university and col-
lege entry, female students will comprise 
70 percent of the total student body at 
these institutions this year. 
The development, however, has not 
come about overnight. Since 1993, the 
number of women admitted into five of 
the country's biggest universities has in-
creased by 30 percent, and today six out 
of ten students at the universities are 
women. 
But what has triggered young Danish 
women's rapid progress in terms of edu-
cation? According to Jakob Lange, who 
heads up the registrar department at the 
University of Copenhagen, one of the rea-
sons is the Danish high school system, 
which is very attuned to female values. It 
also has a large number of female teach-
ers, who act as successful role models for 
female students. "Consequently, the girls 
obtain high grades and develop a desire 
to pursue further studies," he says. 
"Another reason behind the increas-
ing numbers of female candidates [in tra-
ditionally male-dominated fields] is that 
there is already an excess of applicants 
for the more traditional fields of educa-
tion, such as teaching and nursing. 
Today, there is another type of young 
woman, who chooses to enter the more 
prestigious studies such as law, 
medicine, and political science," he 
comments. 
"Similarly, there is a small but con-
stant increase in the number of women 
among students of engineering and natu-
ral science. However, even though we 
have seen an annual growth of 1 to 2 per-
cent within these fields the last few years, 
young women still constitute a minority 
here," Jakob Lange asserts. 
In some circles, the slide toward an 
educational imbalance between the gen-
ders has caused concern. One Danish 
university, Syddansk Universitet, has 
even chosen to lower the admission re-
quirements for prospective medical stu-
dents to ensure that some male appli-
cants who would otherwise not be 
considered eligible are admitted. 
Lange, however, does not share that 
unease. 'We must not overestimate the 
implication of the figures. As long as we 
have a gender division, which is sixty-
forty or even seventy-thirty, either way there is no cause for alarm. Furthermore, 
the present trend is a sensible step in the 
development toward sexual equality," he 
ascertains. 
He believes, however, that the devel-
opment will influence Danish society in 
the future, and that employers will be 
among those most immediately affected. 
''Young Danish women are less willing to 
work around the clock. At present, this 
also seems to characterize young Danish 
men, but women still hold firmer ground 
on the issue. Therefore, employers will 
need to change their outlook," he says. 
In Lange's opinion, however, the trend 
also urges the Danish educational system 
to consider why high schools appeal so 
much more to Danish girls than boys. 
'There are certainly boys who have a 
lot of potential and who could achieve 
higher goals. Today, many of these 
young men end up with a shorter, more 
practically oriented education. And that is 
a shame if they have the talent to do 
more," he remarks. 
-Maria Bernbom 
LUXEMBOURG 
GLOBA L  B R O A DCASTER 
STILL GROWING 
T
he annual meeting of SES Global in 
Betzdorf, just outside Luxembourg 
city, in May this year emphasized again 
the remarkable grip this small country 
has on worldwide communications. Many 
people have heard of RTL, the former 
Radio Luxembourg, that has become the 
dominant force in European commercial 
television. Not many know that SES 
Global is now the world's largest satellite 
operator with 95 percent of the world's 
population living under its global foot-
print. 
This came about last year when the 
Luxembourg company-then called SES 
Astra-bought General Electric's Ameri-
com subsidiary, which distributes hun-
dreds of US television channels to cable 
networks. The American corporation re-
ceived some $4.3 billion in cash and a 21 
percent stake in SES Global in what 
stands as the biggest corporate deal ever 
transacted by a Luxembourg company. 
SES was already Europe's leading 
direct-to-home satellite television broad-
caster and intends to use the GE acquisi-
tion as a springboard for its broadband 
Internet strategy, at present in its infancy. 
Americom also supplies telecommunica-
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tion and Internet services for big name 
clients such as AO L Time Warner and 
Disney. 
s 
"Part of our strategy is to build on geo-
graphical expansion, and we've now done 
that with the Americom acquisition. The 
second pillar is diversification into the 
broadband and multimedia market. By 
2005-06, we think that roughly a quarter 
of our revenues should come from multi-
media applications," says Yves Feltes, 
press relations manager. 
The key to this is SATLYNX, a new 
company created by SES Global with 
Gilat Satellite Networks this summer that 
will provide two-way satellite broadband 
communication services to enterprises, 
consumers, and small office/home office 
users throughout Europe. SATLYNX 
aims to become Europe's leading 
provider of two-way satellite broadband 
services. 
Following the acquisition of Ameri-
com, SES Global now operates twenty-
nine fully owned satellites with an addi-
tional thirteen in Scandinavia, Asia, 
Argentina, and Brazil where the company 
has "strategic participation." Stockhold-
ers were told in May that these had deliv-
ered a 17 percent increase in revenues to 
just less than a billion dollars last year 
with pretax earnings rising 12.1 percent 
to around $800 million. Growth this year 
would be slower but would pick up from 
2003 when the broadband activities 
started to kick in. 
SES Global stock is listed on the Lux-
embourg and Frankfurt exchanges, but 
given the size of the GE shareholding, 
the 20 percent stake indirectly held by 
the Luxembourg government through 
public financial institutions, and a similar 
holding by Deutsche Telekom, the mar-
ket in them is not particularly liquid. The 
board of directors has authorized an ap-
plication for a stock offering and listing in 
New York, but this will not happen until 
market conditions improve. 
SES shares were trading this summer 
at around half the price at which they 
were issued to the public in 1998-a fall 
that corresponds closely to the sector 
performance over the period. Many peo-
ple felt that the collapse of the Kirch tele-
vision operation in Germany earlier this 
year would damage SES, but Feltes said 
only about 4 percent of revenues came 
from the German company and the situa-
tion was "not catastrophic." 
'The package has been reduced but 
we anticipate that somebody else is going 
to run the (Kirch) pay-TV operations, and 
the commercial channels are not really 
affected by the crisis," he said. Presum-
ably, this will have been digested by the 
time American investors are offered the 
shares. 
There are not many private stockhold-
ers in SES Global, and they have not had 
an easy time in the past two years, but in 
Luxembourg anyway, their faith is un-
shaken. Very few of those who bought 
four years ago have sold their holdings. 
The sharpness of SES management 
should see them vindicated in due 
course. 
-Alan Osborn 
LISBON 
BOGGED  DOWN BENFICA 
A
ny visitor to soccer-mad Portugal 
wanting to kick-start a conversation 
in a bar or cafe could do worse than try 
the opening gambit: "How about 
Benfica?" 
Mere mention of Portugal's biggest-
if not always its most successful-club is 
virtually guaranteed to trigger a reaction 
from men-and many women, too. Opin-
ions on the Lisbon team's latest perfor-
mance or its prospects are fervently held 
and expressed. 
Three months into the soccer season, 
fans of Benfica and its big rivals-last 
year's champions Sporting Lisbon and 
Oporto's two big clubs, FC Porto and 
Boavista-already have plenty to talk 
about. As in previous years, topics of con-
versation are far from restricted to the 
field. Allegations of biased referees, links 
between soccer and politics, and money 
troubles have all dogged the sport of late. 
But Benfica has emerged as the uncon-
tested leader, though its fans regret not 
in sporting terms but in the controversy 
stakes. 
The club has long struggled with 
enormous debts in the form of bank 
loans and outstanding tax and social se-
curity payments. How to deal with these 
has prompted prolonged and at times 
heated debate among its members, who 
as with other Portuguese soccer clubs ac-
tually own Benfica. The organization's 
general assemblies can be rowdy affairs. 
The club's reputation hit rock bottom 
earlier this year when former chairman 
J  oao Vale e Azevedo-who had been 
elected by the members then toppled 
when his deal-making raised suspi-
cions-was sentenced to four-and-a-half 
years in prison for fraud. The crime re-
November2002  41 lated to more than $900,000 raised from 
the sale of a player during his tenure. 
Vale e Azevedo was cleared of thirteen 
other charges brought by prosecutors, in-
cluding one of money laundering. 
Benfica's ongoing troubles even 
brought into question its status as the 
venue for matches in the 2004 European 
Championship finals, when Portugal will 
host Europe's leading national teams in 
the world's second-most competitive in-
ternational soccer competition. For 
months, the club dithered over whether 
to build a new arena to replace its famed 
but ageing Stadium of Light, even as Eu-
ropean soccer officials warned that time 
was running short. 
Eventually, the club opted for a new 
stadium, after the city council offered 
some extra aid. However, Benfica was 
soon hit by another crisis. Tax officials 
are demanding that it hand over $1 mil-
lion in interest on $10 million in tax owed 
for 1998-2000, rejecting the argument 
that because Benfica owned up to the 
debts (which officials had overlooked), it 
should not have to pay the interest. 
At a time when ordinary taxpayers are 
having to fork out more-notably in the 
form of a two-percentage-point increase 
in sales tax-to help trim a bloated state 
deficit, it would look bad if a soccer club 
got special treatment. 
Benfica thus looks set to go on supply-
ing material for conversations in bars and 
cafes across the land, but unfortunately 
not just on the subject of its match 
results. 
-Alison Roberts 
STOCKHOLM 
MINISTER OF FLAIR 
T
he lobby of the stately Swedish for-
eign ministry building appears to 
have been turned into a botanical garden. 
Fanciful flower arrangements bloom ev-
erywhere, lighting the somber decor with 
rainbow colors and perfuming the air. 
But this is no tribute to a visiting digni-
tary. This is Swedish design for export. 
The flowers are the brainchild of Per 
Benjamin, a Swede who is an interna-
tional winner in flower arrangement and 
design. And exporting Swedish design is 
the brainchild of Trade Minister Leif 
Pagrotsky. 
"No body's prepared to pay more for 
something that doesn't have some added 
value," says Pagrotsky. "Design gives 
that added value. Good design gives a 
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vital competitive edge in the increasingly 
internationalized market." 
As trade minister, most of Pagrotsky's 
time goes to considerably less entertain-
ing work, such as lodging complaints 
against US duties on steel imports. The 
design project was his initiative and 
comes from a personal interest. He su-
pervised the decoration of his foreign 
ministry office, a modern-minimalist 
oasis in the midst of the sometimes over-
whelmingly traditional diplomatic sobri-
ety that charac-
terizes the rest 
of the building. 
Pagrotsky 
has also been at 
the forefront 
when it comes 
to publicizing 
Swedish music 
and Swedish 
What is thought 
of as Scandina-
vian design is 
well known in the 
United States but 
tends to be 
largely Danish. 
cooking. Again,  p  ky 
his interest is  agrots  wants 
personal. When the wortd to know 
he is not at a  that Sweden has 
concert, he 
spends time  more to offer 
cooking with his than just Orrefors 
teenage daugh-
ter. Although he  crystal and lkea 
claims not to be  furniture. 
a good cook, Pa-
grotsky offers his chocolate mousse 
recipe on his Web site. 
The idea for marketing Swedish de-
sign got its start during Sweden's EU 
presidency last year. Since then, the for-
eign ministry has budgeted the equiva-
lent of about $210,000 for marketing 
Swedish design abroad, including 
$42,000 for embassies and consulates to 
use. While it is not a lot of money, it is 
enough to pay for some exhibits, as well 
as programs to help Swedish designers 
learn more about selling their creations 
abroad. 
What is thought of as Scandinavian 
design is well known in the United States 
but tends to be largely Danish. Pagrotsky 
wants the world to know that Sweden has 
more to offer than just Orrefors crystal 
and Ikea furniture. 
One of the fastest growing areas of 
Swedish design is clothing. Young de-
signers such as Filippa K are gaining in-
ternational reputations with their offbeat 
looks and innovative use of materials. 
There is also a push to encourage 
fledgling designers. For the past four 
years, the design industry group Svensk 
Form has sponsored a contest for young 
designers from all fields. The winners' 
work is shown in a traveling exhibition in 
Sweden. There are plans for an interna-
tional show as well. 
In trying to market Swedish design, 
Pagrotsky sees advantages in joining 
forces with Finland, long known for such 
design innovators as clothier 
Marimekko, architect Alvar Aalto, and 
more recently, Nokia cellular phones. 
In March, the Swedish and Finnish 
governments arranged a joint design 
seminar at the Swedish embassy in 
Helsinki and hope to repeat the confer-
ence in Stockholm. 
For his efforts, Pagrotsky last year 
won recognition from the Swedish adver-
tising industry. "Creating an image re-
quires more than just talk. Words also 
have to be turned into something con-
crete to get results," industry judges said 
in awarding Pagrotsky a special prize. 
"He has given little Sweden a powerful 
voice and spotlighted (it) far beyond the 
country's borders." 
Pagrotsky sees Swedish design as 
something more than tangential to main-
stream exports, such as Volvos or forest 
products. In fact, Pagrotsky thinks the 
ideal is to integrate design with basic 
industry. 
"A car that has style sells better, 
which creates more jobs," he points out. 
"Design benefits all of Sweden." It is also 
more fun than complaining about steel 
import duties. 
-Ariane Sains AMSTERDAM 
THERAPEUTIC CLONING ON  HOLD 
F
or a short time this summer, the 
Netherlands had a law that allowed 
for the prospect of embryonic cloning. 
But a month after the upper house of Par-
liament passed the Embryonic Life Bill, 
the new government that took office in 
mid-] uly scrapped one of its key provi-
sions. It  stated that during its term the 
prohibition on creating laboratory em-
bryos would not be lifted. 
The legislation started with the previ-
ous government coalition comprised of 
leftist and liberal parties. On moral and 
ethical issues, it took a decidedly progres-
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sive stance. Among other initiatives, it le-
galized abortion, regulated the use of small 
amounts of soft drugs, legalized under 
strict conditions euthanasia, and also 
passed a bill through parliament on the 
use of embryos for biomedical research 
and gene therapy. To be sure, the law ex-
plicitly prohibits reproductive cloning or 
the changing of genes in the germ line. 
But it does allow embryos leftover from 
fertility treatments to be used for research. 
Moreover, depending on future scientific 
developments, the law opened the possibil-
ity for the special creation of embryos for 
scientific and medical use without further 
parliamentary approval-a kind of embry-
onic fast-track procedure. 
Special creation of embryos opens the 
way for the cultivation of stem cells, the 
cells that develop in the first phase of cell 
division after fertilization. It  means that a 
cell nucleus of a person is transferred 
into a de-nucleated egg cell and subse-
quently stimulated to turn itself into stem 
cells. This process of so-called therapeu-
tic cloning (as opposed to reproductive 
cloning) offers new possibilities for a 
range of biomedical treatments. With 
these stem cells, it is hoped regenerative 
therapy for diseases such as Parkinson's, 
AIDS, and numerous others may become 
reality. 
In the United Kingdom, this is legal, 
and the Netherlands seemed set to be-
come the second European country to 
allow therapeutic cloning. But with the 
new more conservative government, the 
ideology has shifted. The new majority 
Special creation 
of embryos 
opens the way 
for the cultivation 
of stem cells, the 
cells that develop 
in the first phase of 
cell division after 
fertilization ... 
This process of 
so-called therapeutic 
cloning (as 
opposed to 
reproductive 
cloning} offers 
new possibilities 
for a range of 
biomedical 
treatments. 
consists of the Christian 
Democrats, the Liberals, 
and a loose anti-immigration 
party. Ethical and moral is-
sues are back in vogue. The 
Christian Democrats have 
vowed not to revoke the 
basic principles of the em-
bryonic life law, although 
they opposed it in parlia-
ment. However, the condi-
tional provision for the cre-
ation of embryos in the 
future will not be activated. 
-Roel  Jansson 
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GIFTED SCHOOL INFLUENCES 
AUSTRIAN  EDUCATION 
T
he Sir Karl Popper School for the 
Highly Gifted, opened in Vienna in 
1998 for extremely talented high school 
students, may become a model of learn-
ing for schools throughout Austria. The 
high school's unique environment at-
tempts to foster communication and de-
velop the latent gifts its students possess. 
The Popper School system, while 
highly controversial at the time of its in-
Austrian 
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traduction, seems to have convinced 
many of its skeptics over the last four 
years. The school was originally criti-
cized for being elitist-called an "educa-
tional ghetto" that segregated its 150 stu-
dents from a normal high school 
experience. 
Some of the criticism came from how 
the students were selected. Only 2 to 3 
percent who applied were accepted. Inter-
estingly, Gunther Schmidt, the school's 
president, says that the students ac-
cepted are not necessarily the students 
with the best grades. In fact, many are in 
the C-grade range. After all, according to 
a study released by Helene Burner at the 
Center for the Gifted in Salzburg, one of 
the qualities that marks the highly tal-
ented is an "inability to hide boredom." 
The other qualities she has identi-
......-~-~ ~  .... ...... -~  ~~~--lJ 0~~~  fied are a tendency toward ab-
stract and complex think-
ing, good concentration 
skills, creative prob-
lem-solving tech-
niques, a high 
learning curve, 
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didates for the 
Popper School 
are selected based 
on these qualities. 
They are then in-
jected into an in-
dividualized learn-
ing experience, 
which has proven 
quite successful. Of 
twenty-four recent 
graduates, 75 per-
cent graduated 
with either excel-
lent or very good 
scores. 
Sociologist Ernst 
Gehmacher thinks the 
techniques employed by 
the school make sense: "One 
can certainly say that it is possible 
to train intelligence, and the 
school is on the right track in 
that capacity," he says. 
The main idea behind the 
Sir Karl Popper School is that 
students should develop 
their strengths, and this 
theory can be trans-
ferred to high schools 
throughout Austria. 
Schmidt notes that the 
school is viewed as an ex-
The Popper 
School system, 
while highly 
controversial 
at the time of 
its introduction, 
seems to have 
convinced many 
of its skeptics 
over the last 
four years. The 
school was 
originally 
criticized for 
being elitist-
called an 
"educational 
ghetto" that 
segregated its 
150 students 
from a normal 
high school 
experience. 
periment. He 
also believes 
that if the 
school is a 
success, all 
schools will 
adopt its 
learning 
methodology. 
Some of the 
school's non-
traditional ap-
proaches to 
learning in-
elude interac-
tive games, ac-
celerated 
foreign Ian-
guage classes, 
and indepen-
dent study pro-
grams. Teach-
ers are meant 
to function as 
coaches, en-
couraging indi-
viduals to fos-
ter their skills. 
However, stu-
dents are re-
warded for de-
veloping skills, 
not simply pos-
sessing them. 
''The grading 
system rewards hard work, not talent," 
Schmidt clarifies. Also, students are not 
allowed to close themselves off. Inter-
communication skills are considered very 
important and are developed in class. 
Will the Austrian school system be 
reinvented because of the Sir Karl Pop-
per School? Perhaps not, but some of its 
learning techniques will be employed in 
the next several years. While the entire 
concept cannot be directly translated, a 
more interactive, individualized learning 
program will likely be adopted in Aus-
trian schools. 
-Alexandra Hergesell 
ATHENS 
GAMING CRACKDOWN T HWARTS 
INTERNET CAFES 
B 
emused shoppers stopped in their 
tracks when Alexis Asteriades, an 
Internet cafe owner and skilled moun-
taineer, rappelled down the White Tower, 
a medieval landmark in the center of Thessaloniki in northern Greece. But the 
stunt was not a just a dare. Asteriades 
said he wanted to highlight the problems 
of Web enthusiasts who feel they are 
being unfairly included in a crackdown 
by the Socialist government on illegal 
gambling. 
A new law approved by parliament last 
summer was intended to penalize opera-
tors of unlicensed slot machines at cafes 
and amusement arcades. However, it also 
had an unforeseen impact on Greece's 
1,500 Internet cafes because it banned 
the playing of almost any kind of elec-
tronic game in a public place. 
"It was a crazy situation. You could 
play solitaire or mahjongg at home, but if 
you downloaded it at your local Internet 
cafe, you'd be liable for a €5,000 ($4,938) 
fine-and the cafe owner could lose his li-
cense," said Michalis Kapetanakis, an In-
ternet cafe operator on the island of 
Crete. According to the law, repeat of-
fenders could face a one-year jail sen-
tence and a $7 4,000 fine. 
Recently, however, a court in Thessa-
loniki stood up for Web surfers' rights. 
Judges acquitted two Internet cafe own-
ers of violating the law by allowing their 
customers to play on-line chess and 
counter-strike-a popular game that pits 
five-person teams of terrorists against 
counter-terrorists. As the trial opened 
several hundred demonstrators gathered 
outside the courtroom shouting, "No to 
censorship on the Internet." 
Inevitably, the trial made headlines 
on Web sites around the world and 
prompted a deluge of e-mails to the 
Greek government. In response, embar-
rassed officials at the finance ministry 
rushed through a special directive that 
allows electronic games to be played at 
Internet cafes, provided the owner and 
his customers are not making extra prof-
its from them. 
But that does not go far enough for 
the cafe owners, who complain they lost 
between 50 and 90 percent of their aver-
age daily business over the summer. 
They are pressing the government to 
change the law immediately. Thanasis 
Zachariades, president of the Internet 
cafe owners' union says, ''There's too 
much room for misinterpretation under 
the current arrangement. It should be a 
priority for parliament to amend the law." 
A scandal last winter over the scale of 
illegal gaming in Greece forced the gov-
ernment to take drastic measures. The 
legislation was hastily drafted after a se-
cretly taped video was screened on a pri-
c  A  p  T  A  L  s 
vate television channel. It showed the 
head of the parliamentary committee 
tasked with addressing the problem of 
unlawful gambling playing an unlicensed 
slot machine in an amusement arcade 
that had been transformed into a gam-
bling den. 
At the same time, however, the gov-
ernment is keen to promote use of the In-
ternet. The Greeks have the fewest Inter-
net connections and lowest usage of 
computers in Western Europe, with only 
about 15 percent of the population signed 
up with an Internet service provider out-
side work. As a result, Internet cafes play 
a significant role in helping to develop 
the culture of cyberspace. 
Zachariades says that because broad-
band connections are not yet easily avail-
able to ordinary households, many young 
Greeks head for the Internet cafe to play 
their favorite games. ''We're seriously be-
hind northern Europe on providing band-
width to consumers. But Internet cafes 
have broadband connections as well as 
state-of-the art PCs, so you can pick up 
e-mails and download new games much 
faster than at home." 
Greece is similar to Spain and Italy in 
having a flourishing Internet cafe society, 
he adds. "Especially outside Athens, the 
Internet cafe is a place where you enjoy 
networking both on and off-line." 
- Kerin Hope 
ROME 
MUCH ADO ABOUT A  CHADOR 
I 
mmigration, both legal and illegal, is a 
growing concern in many European 
countries, and Italy is no exception. It 
does not take much to spark fears and sus-
picion. Il Corriere della Sera, the country's 
biggest daily newspaper, regularly pub-
lishes photographs taken by readers that 
illustrate curious aspects of Milan, the city 
where it has its headquarters. Recently, 
the photo appeared of a woman with her 
face hidden by a chador as she did her 
shopping at the local outdoor market. The 
reader-reporter commented, with a touch 
of indignation, "And this happens despite 
Italian laws forbidding hiding one's face in 
public." 
In fact, this particular Italian law, like 
those of some other Western countries, 
forbids wearing clothing in public that 
makes it difficult to recognize a person 
"without a justifiable reason." 
The photo and caption set off a heated 
public debate. As can be imagined, it was 
fueled by a variety of motivations-some 
by genuine concern for public safety and 
others by unreasonable fear of strangers 
and racism. 
Of course, the crux of the issue turns 
on whether a centuries-old custom from a 
foreign culture can be considered a "justifi-
able reason" in a country with different tra-
ditions. It must be noted that the question 
of wearing chadors in public is a thorny 
issue in many non-Muslim countries. 
What some Italians wonder, however, 
is whether a civil regulation is the right 
way to address a complicated social 
issue-an issue much broader than wear-
ing chadors-but, in fact, how different 
cultures can cohabitate peacefully and re-
spectfully. A few followers of Umberto 
Bossi, a government minister and the 
leader of the xenophobic Northern 
League, would be happy if  it were decided 
that all followers of Islam living in Italy 
should be forced to abandon their cus-
toms, or perhaps be confined to a ghetto. 
Moderates countered that the larger, 
and more important, issue will not be 
solved by simply invoking an article of a 
law. Rather, they argue that all the ramifi-
cations should be considered when indi-
vidual freedoms are at risk. Some people 
are disturbed by the sight of a chador, 
others by a goat butchered in a court-
yard, and still others by the infringement 
of liberty and equality, even if for "justifi-
able reasons." 
-Niccolo d'Aquino 
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ACOUSTIC  ALCHEMY 
AT  HOME  IN  AMERICA 
J 
azz guitarist Greg Car-
michael is a member of the 
Mile High Club, sort of. Actu-
ally, this particular branch is re-
served for musicians who got 
their big break playing on jet-
liners and includes only two 
known members, Carmichael 
and his late partner, guitarist 
Nick Webb. Back in 1986, the 
British duo answered an ad for 
Virgin Atlantic, which was 
looking for entertainers to per-
form during a flight from Lon-
don to New York. 
"Fire eaters and jugglers 
need not apply, it said," 
Carmichael remembered re-
cently after a performance 
with Acoustic Alchemy (the 
band that evolved from his 
partnership with Webb) in 
Arlington, Virginia, part of an 
eighteen-city tour this fall.  He 
and Webb saw it as a free trip 
to the US to market a demo 
tape and strummed their way 
across the Atlantic at 30,000 
feet. "We had to play ten min-
utes in economy and twenty 
minutes in first class," he re-
counts. "It was wild though, 
because we had to fight the 
turbulence as we were walk-
ing up and down the aisles." 
When they landed, the duo 
headed for Nashville, where 
their catchy instrumental 
melodies, mixing nylon and 
steel-string guitars, caught the 
ear of MCA executive Tony 
Brown. A few weeks later, they 
had signed a record deal and 
were on course to carve out a 
niche in the smooth jazz arena. 
They chose the name 
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Acoustic Alchemy to reflect 
their musical philosophy. 
Webb wrote in the liner notes 
for their first CD, Red Dust & 
Spanish Lace, that since 
'alchemy' refers to the trans-
mutation of the baser metals 
into gold, then "Acoustic 
Alchemy must mean 'the 
transformation of musical in-
struments into more than 
their parts'." 
The album proved worthy 
of the band's name, offering a 
mix of effervescent, upbeat 
songs tempered with a few in-
trospective ballads. "Nick's 
and my rule of thumb was that 
everything would begin with 
the two guitars," says 
Carmichael. However, the gui-
tarists also added a blend of 
percussion and electric bass 
along with a variety of key-
board effects that created just 
the right simmering backdrop 
for their Spanish-flavored gui-
tar picking. The CD came out 
just as the New Age and 
smooth jazz formats were 
gaining popularity in the US 
and right away became a hit 
with jazz radio stations. Webb 
and Carmichael returned to 
the US to promote the record 
not realizing the extent of 
their growing popularity. 
"I'll never forget the 
first US gig we did," says 
Carmichael. ''We started play-
ing "Ricochet" (one of the 
songs from the CD) and sud-
denly people were cheering 
and clapping. We had been 
playing this same song in 
restaurants in London, and 
people had been ignoring us. 
Suddenly there were all these 
people who knew our stuff." 
The band has seen its 
share of success and turbu-
lence since then. 
Acoustic Alchemy contin-
ued to build its US audience 
over the next decade. While 
remaining true to the band's 
founding principle of featuring 
guitars at the core of their 
sound, Webb and Carmichael 
increasingly experimented 
with a broad diversity of ar-
rangements and instruments, 
adding electric guitars, saxo-
phones, and various brass in-
struments to the mix. 
In 1997, as the band pre-
pared to begin work on its 
tenth CD, Webb was diag-
nosed with pancreatic cancer. 
They set up a studio in a 
rented manor house near 
Webb's country home outside 
Bath. Although he was able to 
write much of the music, he 
never recorded any of the 
tracks that would become 
Positive Thinking. 
''We were there working 
away, and although he didn't 
really come in very much, we 
thought he would be ok," re-members Miles Gilderdale, 
who had joined the group two 
years before as a backup elec-
tric guitarist. ''Then one day 
we got the phone call that he 
had passed away." 
The band was determined 
to finish the album in a way 
that honored Webb, but after 
it was done, they found them-
selves without one of their 
leaders and unsure of what to 
do next. Nevertheless, they 
had a new album that they 
needed to support with live 
performances. So, longtime 
contributor John Parsons 
filled in for Webb on the tour, 
and Acoustic Alchemy, al-
most reluctantly, headed 
back to America and its fan 
base. 
The response was tremen-
dous. Gilderdale remembers 
everyone who came to see the 
band saying, ''Thank God 
you're still going on. You're 
not going to stop are you?" 
In 1999, Gilderdale offi-
cially joined Carmichael as 
co-leader of the band and as 
the other principal guitarist, 
and Acoustic Alchemy's 
sound continued its evolution. 
Originally a French horn 
player, Gilderdale studied 
brass in college. "I also played 
a lot of jazz, rock, blues, 
James Brown songs," he ac-
knowledges. 
During a recent evening's 
performance, the careful lis-
tener can pick out several of 
those elements in Acoustic 
Alchemy's current sound. The 
same crisp pick work now 
shares space with a playful 
spectrum of guitar sounds, 
spanning funk and R&B to 
hard-driving rock and roll. 
''The beautiful thing about 
Acoustic Alchemy is that it 
allows for diversity," says 
Gilderdale. "As long as it's 
based on the guitar, then we 
pretty much have the freedom 
to do what we like." 
At the same time, the duo 
has sought to highlight the 
talents of bassist Frank Felix 
and keyboardist Tony White. 
Their joint efforts have paid 
A  R  T  S  & 
off. Last year, the band won 
its third Grammy nomination 
for its CD AART. 
After concluding its fall 
tour, Acoustic Alchemy will 
head back across the pond to 
begin work on a new record, 
which they hope to release 
next spring. In the meantime, 
there are a few dates at home 
in London. 
Ironically, it has only been 
in the last few years that the 
band has found success on its 
native shores. "Europe has 
been really slow for us. Five 
or six years ago, we couldn't 
get arrested over there," jokes 
Carmichael. However, with 
the growing popularity of 
London's Jazz FM, the band 
is finally picking up some 
dates closer to home. 
He shakes his head at 
the irony and looks out over 
the now deserted concert hall. 
"It all started here," he smiles, 
''Thanks in part to Virgin 
Atlantic." 
-PeterGwin 
BOOKS 
L ONGITUDES & 
ATTITUDES:  EXPLORING 
THE WORLD AFTER 
SEPTEMBER 11 
By Thomas L.  Friedman; 
Farrar, Straus & Giroux; 
379 pages; $26 
'1f9/11 was indeed the onset of 
World War III,  we have to un-
derstand what this war is 
about.  We're not fighting to 
eradicate 'terrorism'.  Terror-
ism is just a tool. 
We're fighting to defeat an 
ideology: religious totalitarian-
ism.  World War II and the cold 
war were fought to defeat secu-
lar totalitarianism-Nazism 
and Communism-and World 
War III is a battle against reli-
gious totalitarianism, a view of 
the world that says, My faith 
must reign supreme and can be 
affirmed and held passionately 
only if  all others are negated. 
LEISURE 
That's bin Ladenism. But un-
like Nazism,  religious totalitari-
anism can't be fought by armies 
alone. It has to be fought in 
schools, mosques, churches, and 
synagogues, and can be de-
feated only with the help of 
imams, rabbis, and priests." 
T
homas Friedman, the 
three-time Pulitzer prize 
winning foreign affairs colum-
nist, for the New York  Times, 
has written what he calls 
"one reporter's journey in the 
world after 9/11." And, indeed 
more than anyone else writing 
today, Friedman's "word 
album" of his impressions of 
the Arab world, Europe, Rus-
sia, and the United States 
after the terrible events of 
September 11, 2001 provide 
first-hand in-
sights from key 
players and 
minor actors 
successfully solve the prob-
lem of "bin Ladenism" and 
how the Middle East can turn 
into a peaceful region. 
Although most of Fried-
man's travels are to Middle 
Eastern countries, he does go 
to Europe and provides us 
with useful insights into "the 
mosques of Europe." 
The author ponders why 
"virtually all of the September 
11 plotters were living in Eu-
rope, on their own, grew alien-
ated from the European soci-
ety around them" and 
gravitated toward fanaticism. 
Interviewing a Muslim 
woman in the Belgian legisla-
ture, he discusses the idea 
that "Europe is not a melting 
pot for Muslims." This alien-
ation "produces a poverty of 
dignity" that drives 
people to do extreme 
things. ''There are 
pools of such highly-de-
prived people all over 
the Muslim diaspora in 
on why we are 
now facing a 
new and scarier 
world. 
T H oMAS  .  F  fDMA  Europe.... [They] be-
\  come aware that the Is-
.....  ~& ftllr 
The author, 
sees a "poverty 
of dignity" and 
not "a poverty 
...... ~~  - Jamie world has fallen 
of money" that is "behind a lot 
of Muslim rage today." He 
calls on moderates in the 
Muslim world to speak out 
against the "hijacking" of their 
religion. How can the Arab 
world enter into the modern 
world if their schools do not 
teach their children any skills 
needed in the twenty-first cen-
tury and instead only teach 
hatred of the West? How can 
these people who hijacked the 
planes hate the West more 
than they love life? What is it 
about Saudi Arabia that pro-
duced most of the terrorists 
on September 11? And, what 
can Europe, the United States, 
and Asian nations do to help 
guide a new generation of 
Muslim children into the mod-
ern world of globalization? 
Although this excellent 
book asks the right questions, 
there are still no definitive an-
swers to how the world can 
behind both the Chris-
tian West and the Jew-
ish state in education, 
science, democracy, and devel-
opment. This produces a cog-
nitive dissonance in these 
young men-a cognitive disso-
nance that is the original spark 
for all their rage." 
Fauzaya Talhaoui, the 
Muslim woman in the Belgian 
parliament, says young Mus-
lims in Europe need to feel 
connected and part of society. 
They need to assimilate, and 
there has to be more of a 
"melting pot" mentality. 
She says young unassimi-
lated Muslims in Europe 
take the view "if you want to 
treat us differently, we will 
act differently." 
Friedman has given us 
a brilliant glimpse of our 
changed world after Septem-
ber 11. He has asked the 
right questions, but unfortu-
nately the answers are not 
yet available. 
-Robert  f  Guttman 
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n November 21,  Czech President Vaclav Havel will open the 
two-day  NATO  summit with  a  reception  for  Secretary-
General Lord  Robertson and the nineteen NATO  heads of 
state and/  or government at Prague Castle. More than forty-
six heads of state, 2,500 delegates, and 3,000 journalists are 
expected to  attend,  in  addition to  thousands of individuals 
who will take part in associated events, making it the largest meeting ever 
hosted by Prague or the Czech Republic. 
Besides being a national cultural monument, Prague Castle is the seat of 
the head of state and houses the offices of the president of the Republic. The 
castle is open to the public, but staterooms are reserved for official state vis-
its and events.  Cultural events,  including theater presentations, concerts, 
and art exhibitions also take place within the castle walls. 
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